WEDNESDAY,  DECEMDER  ID,  1975 


PART  II: 


SMALL  BUSINESS 
ADMINISTRATION 


BUSINESS  LOAN  POUCY 


Guidelines 


57602  PROPOSED  RULES 


SMALL  BUSINESS  ADMINISTRATION 

[  13  CFR  Part  120  ] 

BUSINESS  LOAN  POLICY 
Notice  of  Proposed  Rulemaking 

The  Small  Business  Administration 
(SBA)  is  proposed  amending  its  Business 
Loan  Policy  Regulations  to: 

1.  Require  Subsection  (b)  Lenders, 
commonly  called  Small  Business  Lend¬ 
ing  Companies  (SBLCs) ,  to  maintain  a 
liquidity  reserve  adequate  to  provide  cash 
for  operations  and  contingencies,  and 
specify  the  eligible  types  of  investments 
for  idle  funds; 

2.  Combine  maintenance  of  records  and 
preservation  of  records  under  one  sub¬ 
section  of  the  Regulations: 

3.  Clarify  the  amount  of  fidelity  bond 
coverage  that  is  required  for  Subsection 
(b)  Lenders;  and 

4.  Add  the  accoimting  guidelines  for 
Subsection  (b)  Lenders  that  were  antici¬ 
pated  in  Amendment  3,  Revision  6  of 
Part  120  of  SBA  Regulations,  which  was 
adopted  on  February  21, 1975. 

The  accounting  guidelines  include  (a) 
Audit  Guide  for  Subsection  (b)  Lend¬ 
ers,  (b)  Guide  for  the  Preparation  of  the 
Annual  Report  (SBA  Form  1088)  for 
Subsection  (b)  Lenders,  and  (c)  System 
of  Account  Classification  for  Subsection 
(b)  Lenders  as  Appendices  A,  B,  and  C, 
respectively,  to  Part  120  of  SBA  Regula¬ 
tions. 

The  Audit  Guide  is  designed  to  assist 
the  accountant  in  those  areas  that  are 
distinctive  to  the  Program,  and  does  not 
attempt  to  identify  specific  procedures  to 
be  followed  in  the  examination.  Accord¬ 
ingly,  the  accountant  will  follow  gen¬ 
erally  accepted  auditing  standards  in 
performing  the  audit.  The  accountant’s 
report  is  to  be  a  short-form  report  as 
illustrated  in  the  Guide. 

The  audit  is  to  be  an  examination  df 
the  SBLC’s  financial  statements.  Accord¬ 
ingly,  the  statement  contained  in  the 
Financial  Report,  Part  I  of  SBA  Form 
1088,  will  be  the  basis  of  the  accountant’s 
opinion.  The  examination,  however,  is 
not  expected  to  be  extended  to  the  sched¬ 
ules  contained  in  the  Management  Re¬ 
port,  Part  n  of  SBA  Form  1088. 

The  Guide  for  the  Preparation  of  the 
Annual  Report,  SBA  Form  1088,  has 
been  designed  as  a  brief  explanation  of 
how  the  Annual  Report,  SBA  Form  1088, 
is  to  be  prepared  and  the  source  of  the 
information  reported.  Although  the  for¬ 
mat  of  the  Annual  Report  is  standard¬ 
ized,  it  is  expected  that  only  those  state¬ 
ments  and  schedules  that  pertain  to  the 
company’s  operations  should  be  included. 
The  SBA  Form  1088  has  been  designed  to 
be  a  two-part  repKjrt: 

Part  I — Financial  Report. 

Part  n — Management  Repxjrt. 

The  purpose  of  a  two-part  report  is  to 
distinguish  between  the  primary  finan¬ 
cial  information  and  the  supporting  ana¬ 
lytical  data.  ’The  Financial  Report  will 
contain  the  financial  statements  as 
audited  by  the  LBLC’s  independent  pub¬ 


lic  accountant,  the  accountant’s  report, 
and  notes  to  the  financial  statements. 
The  Management  Report  is  designed  to 
present  analytical  data  for  Subsection 
(b)  Lenders  and  is  basic  by  design.  It 
contains  a  brief  statement  of  accounting 
principles  and  practices  the  lender  is 
expected  to  follow,  a  chart  of  accounts, 
and  a  description  of  each  account. 

Prior  to  adoption  of  such  amendments, 
consideration  will  be  given  to  any  com¬ 
ments  that  are  submitted  in  writing,  in 
triplicate,  to  the  Associate  Administrator 
for  Finance  and  Investment,  SBA,  1441  L 
Street,  NW.,  Washington,  D.C.  20416,  on 
or  before  January  9, 1976. 

Pursuant  to  the  authority  of  72  Stat. 
387,  as  amended,  15  U.S.C.  636,  sec.  572 
Stat.  385,  15  U.S.C.  634,  Part  120  of 
Chapter  I  of  Title  13  of  the  Code  of  Fed¬ 
eral  Regulations  is  proposed  to  be 
amended  as  set  forth  below. 

1.  Sections  120.5(b)  (6)  and  (7)  are 
revoked.  New  §§  120.5(b)  (6)  and  (7)  are 
added,  paragraph  (b)  (8)  (ii)  is  revised 
and  appendices  A,  B,  and  C  are  added  as 
follows: 

§  120.5  Operation  of  Eligible  Partici¬ 
pants. 

•  •  •  •  • 

(а)  Special  requirements  applicable  to 
Subsection  (b)  lenders. 

«  *  «  «  • 

(б)  Idle  Funds. 

(i)  General.  Idle  funds  of  a  Subsection 
(b)  Lender,  commonly  called  a  Small 
Business  Lending  Company  (SBLC) ,  may 
be  invested  in  obligations  of,  or  fully 
guaranteed  as  to  principal  and  interest 
by,  the  United  States:  in  insured  ac¬ 
counts  or  certificates  (up  to  the  amoimt 
of  the  insurance)  in  any  institution  the 
investments  or  accounts  of  which  are  in¬ 
sured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation  or  the  Federal 
Deposit  Insurance  Corporatio  i. 

Idle  funds  shall  be  invested  in  obliga¬ 
tions  that  mature  not  later  than  one  year 
after  date  of  investment. 

(ii)  Liquidity  Reserve,  y^^ubsection 
(b)  Lender  (SBLC)  shall  .^naintain  idle 
funds  in  such  amounts  as  may  be  neces¬ 
sary  to  insure  adequate  liquidity  and  to 
provide  cash  for  operations  and  contin¬ 
gencies  as  a  minimum  for  contingencies 
shall  be  the  aggregate  of : 

(A)  Ten  percent  of  the  aggregate 
monthly  amounts  necessary  to  service 
the  guaranteed  portions  sold  or 
transferred. 

(B)  An  amount  equal  to  ten  percent 
of  the  refundable  portion  of  premiums 
on  guaranteed  portions  sold  or 
transferred. 

(C)  An  amount  adequate  to  fund  fully 
all  undisbursed  portions  of  loan  authori¬ 
zations  except  any  such  undisbursed 
portions  that  are  covered  by  firm  com¬ 
mitments  from  other  lenders  to  lend  to 
the  subsection  (b)  lender. 

(7)  Maintenance  and  preservation  of 
records. 

(i)  Maintenance  of  records.  A  subsec¬ 
tion  tb)  Lender  shali  maintain  accurate 


and  current  financial  records,  including 
books  of  account,  in  accordance  with  Ap¬ 
pendix  C  hereto.  All  financial  records, 
minutes  of  meetings  of  stockholders,  di¬ 
rectors,  executive  committees,  or  othei 
officials,  and  all  documents  and  support¬ 
ing  materials  relating  to  the  said 
lender’s  transactions  shall  be  maintained 
at  its  principal  office,  or  at  such 
other  location  as  SBA  may  require:  Pro¬ 
vided,  however.  That  securities  held  by  a 
custodian  pursuant  to  a  written  agree¬ 
ment  shall  be  exempt  from  this 
requirement. 

(ii)  Preservation  of  records.  Subsec¬ 
tion  (b)  Lenders  shall  preserve,  for  the 
periods  hereinafter  specified  and  in  a 
manner  that  permits  the  immediate 
location  thereof,  such  documents  which 
are  the  basis  for  financial  statements  re¬ 
quired  by  section  120.7(b)  (and  of  the 
accompanying  independent  public  ac¬ 
countant’s  opinion) ,  and  shall: 

(A)  Preserve  permanently — 

(1)  All  general  and  subsidiary  ledgers 
(or  other  records)  reflecting  asset,  lia¬ 
bility,  caoital  stock  and  surplus,  income, 
and  expense  accounts. 

(2)  All  general  and  special  journals 
(or  other  records  forming  the  basis  for 
entries  in  such  ledgers) ;  and 

(3)  The  corporate  charter,  bylaws,  ap¬ 
plication  for  determination  of  eligibility 
to  participate  with  SB.(1,  and  all 
minute  books,  capital  stock  certificates 
or  stubs,  stock  ledgers,  and  stock  transfer 
registers. 

(B)  Preserve  for  at  least  six  years  fol¬ 
lowing  final  disposition  of  the  related 
loan — 

( 1 )  All  applications  for  financing : 

(2)  Lending,  participating,  and  escrow 
agreements; 

(3)  Financing  instruments: 

(4)  An  other  documents  and  support¬ 
ing  materials  relating  to  such  loan,  in¬ 
cluding  correspondence. 

Records  and  other  documents  referred 
to  in  this  paragraph  (7)  may  be  pre¬ 
served  by  microfilming:  Provided,  how¬ 
ever,  said  lender  shall  cause  a  duplicate 
microfilm  to  be  made  on  a  current  basis 
and  stored  separately  from  the  original 
microfilm  for  the  time  required,  and  shall 
maintain  at  all  times  at  its  principal 
office,  or  at  such  other  location  as  SBA 
may  require,  facilities  for  the  projection 
and  reproduction  of  the  said  micro¬ 
filmed  records. 

•  •  •  •  * 

(ii)  Fidelity  insurance.  Each  Subsec¬ 
tion  (b)  Lender  (SBLC)  shall  maintain 
a  Brokers  Blanket  Bond.  Standard  Form 
14,  or  Finance  Companies  Blanket  Bond, 
Standard  Form  15,  or  such  other  form  of 
coverage  as  SBA  may  approve,  executed 
by  a  surety  holding  a  certificate  of  au¬ 
thority  from  the  Secretary  of  the  Treas¬ 
ury  pursuant  to  6  U.S.C.  6-13.  The  mini¬ 
mum  amount  of  a  fidelity  bond  accept¬ 
able  to  SBA  shall  be  based  upon  the  total 
amoimt  of  the  assets  of  the  Subsection 
(b)  Lender  as  follows: 
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Minimum 


Assets;  Coverage 

Up  to  $500,000 _ _ —  $25,000 

$500,001  to  $750,000 .  40,  000 

$750,001  to  $1,000,000— . -  50,  000 

$1,000,001  to  $2,000,000— .  75,000 

$2,000,001  to  $3,000,000 . 100,000 

$3,000,001  to  $4,000,000 -  125,000 

$4,000,001  to  $5,000,000 .  150,000 

$5,000,001  to  $7,500,000 _ 175,000 

$7,500,001  to  $10,000,000 -  200,  000 

$10,000,001  and  over _  (‘) 


>  $200,000  plus  $10,000  for  each  $1  million 
or  fraction  thereof  over  $10  million,  except 
that  no  SBLC  shall  be  required  to  provide 
and  maintain  a  fidelity  bond  in  an  amount 
greater  than  $1  million. 

Appendix  A,  Audit  Guide  for  Subsec¬ 
tion  (b)  Lenders,  provides  additional  de¬ 
tails  concerning  the  fidelity  bond  require¬ 
ments. 

Audit  Oumx  for  Small  Business  Lending 
Companies 
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I.  INTRCWUCnON 

A.  Statement  of  Policy. — The  independent 
public  accountant  engaged  to  examine  the  fi¬ 
nancial  statements  of  a  Small  Business  Lend¬ 
ing  Company  (SBLC)  is  responsible  to  insure 
that  the  audit  is  niade  in  accordance  with 
generally  accepted  audited  standards  as  ex¬ 
pressed  by  the  American  Institute  of  Certi¬ 
fied  Public  Accountants  ( AICPA)  in  its  State¬ 
ment  on  Auditing  Standards  (SAS).  The  au¬ 
ditor  will  also  follow  the  provisions  of  this 
Guide  as  weU  as  the  Audit  Guide  for  finance 
companies.  Audits  of  Finance  Companies,  to 
the  extent  applicable  which  was  issued  by 
the  AICPA  and  was  effective  for  fiscal  years 
beginning  after  December  31, 1973. 


In  carrying  out  the  stated  policies  of  SBA, 
independent  public  accountants  engaged  in 
the  practice  of  public  accounting  are  ex¬ 
pected  to  participate  in  their  localities  in 
the  audit  program  of  SBLCs. 

This  Audit  Guide  for  SBLCs  (Audit  Guide) 
was  prepared  by  the  Small  Busmess  Admin¬ 
istration  (SBA).  Any  inquiries  or  cmnments 
relating  to  the  examination  of  financial 
statements  of  SBLCs  or  to  auditing  and  re¬ 
porting  procedures  should  be  directed  to  the 
Chief  Accountant,  Finance  and  Investment, 
Small  Business  Administration,  1441  L  Street, 
NW..  Washington,  D.C.  20416. 

B.  Purpose  of  the  Audit  Guide. — The  Audit 
Guide  has  been  written  primarily  to  assist 
auditors  of  SBLCs  in  their  financial  exami¬ 
nations  by  focusing  on  matters  that  are 
unique  to  the  SBLC  program.  This  Guide  is 
not  intended  to  be  a  substitute  for  the  ac¬ 
countant’s  professional  Judgement  as  to  the 
work  required  to  meet  generally  accepted 
auditing  standards. 

p.  Application  of  the  Audit  Guide. — SBLCs 
and  their  Independent  accountants  are  to 
follow  the  provisions  of  this  Audit  Guide  and 
related  accounting  and  reporting  guidelines. 

SBLCs  will  vary  as  to  size  of  operation  and 
lending  experience.  Publicly  traded  SBLCs 
will  be  subject  to  the  rules  and  regulations 
of  the  Securities  &  Exchange  Commission 
(SEC)  as  well  as  SBA  Regulations.  Inasmuch 
as  the  SEC  promulgates  accounting  and  re¬ 
porting  requirements  for  bu«lness  entities 
under  its  Jurisdiction,  SBA  may  wslve  cer¬ 
tain  accounting  and  renortlng  requirements 
contained  herein  which  duplicate  SEC  re¬ 
quirements. 

n.  SMALL  BUSINESS  LENDING  COMPANIES 

A.  Background. — ’^n  accordance  with  the 
Small  Business  Act  of  1953,  as  amended,  SBA 
Is  empowered  to  make  loans  to  small  busi¬ 
ness  concerns  and  such  loans  may  be  made 
or  effected  either  directly  or  in  cooperation 
with  bsmks  or  other  lending  institutions 
(emphasis  added).  Sections  120.4-7  of  the 
SBA  Regulations  are  designed  to  provide  the 
eligibility  standards  and  operational  guide¬ 
lines  for  “other  lending  institutions”  that 
are  approved  by  SBA  to  the  SBLCs.  To  aid  the 
expanding  capital  needs  of  small  business, 
SBLCs  are  to  be  corporations  organized  to 
participate  in  making  and  sawicing  SBA 
guaranteed  loans  to  small  business  concerns. 
Such  loans  may  be  made  under  the  provl- 
slons  of  any  of  SBA’s  financial  assistance  loan 
programs  and  as  such  will  be  subject  to  ex¬ 
isting  limitations  on  loan  size  and  extent  of 
SBA  guarantee.  SBLCs  by  definition  are  lend¬ 
ing  institutions  that  are  not  subject  to  super¬ 
visory  control  of  State  or  Federal  charter¬ 
ing,  licensing  or  comparable  regulatory  au¬ 
thority. 

B.  Regulations. — Part  120  of  SBA  Regula¬ 
tions  Implements  the  Small  Business  Act  of 
1953,  as  amended,  and  applies  to  SBLCs.  In¬ 
cluded  in  Part  120  are  three  appendices; 


Appendix  Title 

A - Audit  guide  for  SBLC’s. 

B - 1 _ Guide  for  annual  report. 

C - System  of  account  classi¬ 

fication. 


m.  REPORTING  REQUIREMENTS 

A.  Financial  Report. — The  Small  Business 
Administration  requires  SBLCs  to  have  their 
financial  statements  examined  annually  by 
mdependent  public  aecoimtants  approved  by 
SBA.  The  annusd  audit  shall  be  performed  as 
of  the  close  of  the  SBLCs  fiscal  year. 

Three  copies  of  the  accountant’s  report 
which  is  to  be  based  on  the  Financial  State¬ 
ments  prepared  in  the  format  contained  in 


Part  I.  SBA  Form  1088,  shall  be  submitted  to 
SBA  by  the  SBLC  as  soon  as  practicable  after 
completion  and  no  later  than  the  last  day  of 
the  third  month  following  the  close  of  the 
period  covered  by  the  audit.  Attached  to  the 
report  should  be  a  copy  of  any  transmittal 
letter,  special  reports,  or  similar  communi¬ 
cations  furnished  to  the  SBLCs  by  the 
auditor.  If  adjusting  entries  are  furnished  to 
the  SBLC,  they  should  be  submitted  to  SBA. 

The  reporting  requirements  are  more  fully 
explained  in  Appendix  B.  Guide  for  the  Prep¬ 
aration  of  Annual  Report. 

B.  Report  on  Effectiveness  of  Internal  Con¬ 
trol. — A  review  of  internal  control  Is  a  signif¬ 
icant  procedure  in  the  scope  of  any  financial 
examination.  Eiu;h  SBLC  is  required  to  estab¬ 
lish  and  maintain  effective  control  over  its 
securities,  funds,  and  equipment.  Dual  con¬ 
trol  over  disbursement  of  funds,  withdrawal 
of  securities  from  safekeeping,  and  segrega¬ 
tion  of  duties  of  employees  represent  key 
features  of  such  arrangements. 

In  determining  the  scope  of  the  independ¬ 
ent  accountant’s  examinations,  the  effec¬ 
tiveness  of  internal  control  procedures  must 
be  tested.  Therefore,  it  is  Important  that  the 
accountant  set  forth  in  a  letter  report  his 
observations  on  the  effectiveness  of  mtemal 
control  together  with  any  suggestions  he 
might  have  for  Improvement.  Such  letter 
report  is  to  accompany  the  audited  financial 
report.  Part  I  of  SBA  Form  1088. 

C.  Reporting  Irregularities. — The  inde¬ 
pendent  public  accountant  shall  promptly  in¬ 
form  a  responsible  official  of  the  SKX;  and 
the  Associate  Administrator  for  Finance  and 
Investment,  Small  Business  Administration, 
1441  L  Street,  N.W.,  Washington.  D.C.  20416 
concerning  apparent  defalcations  or  other 
financial  irregularities  that  may  come  to  his 
attention  in  connection  with  his  examina¬ 
tion.  Based  on  available  information,  he  will 
indicate  the  nature  and  extent  of  such  de¬ 
falcations  or  other  irregularities. 

D.  SBLCs  Registered  with  the  SEC. — Con¬ 
cerning  SBICs  that  are  registered  with  the 
SEC,  additional  reports  may  be  required  by 
SEC.  Any  report  submitted  by  an  SBLC  to 
the  SEC  shall  also  be  submitted  to  the  Asso¬ 
ciate  Administrator  for  Finance  and  Invest¬ 
ment,  Small  Business  Administration,  1441 
L  Street,  N.W.,  Washington,  D.C.  20416. 

E.  Special  Management  Reports. — ^Fre¬ 
quently,  the  independent  public  accountant 
will  render  special  reports  to  the  SBLC’s 
management.  Examples  are  reports  on  aval- 
uatlon  of  management  controls  and  prac¬ 
tices.  A  copy  of  such  reports  shall  also  be 
promptly  submitted  by  the  SBLC  to  the 
Associate  Administrator  for  Finance  and  In¬ 
vestment.  Small  Business  Administration, 
1441  L  Street,  N.W..  Washington.  D.C.  20416. 
IV.  QU&UnCATION  AND  SELECTION  OF  AUDITOR 

A.  Qualification  of  Accountants. — SBA  will 
not  recognize  any  person  as  a  certified  public 
accountant  who  is  not  duly  registered  and 
in  good  standing  as  such  under  the  laws  of 
the  place  of  his  residence  or  principal  office. 
SBA  will  not  recognize  any  person  as  a  pub¬ 
lic  accoimtant  who  is  not  in  good  standing 
and  who  was  not  entitled  to  practice  as 
such  on  or  before  December  31.  1971,  under 
the  laws  of  the  place  of  his  residence  or 
principal  office. 

B.  Independence. — Accountants  ^proved 
by  SBA  as  auditors  of  an  SBLC  are  to  follow 
the  code  of  professional  ethics  adopted  by 
the  American  Institute  of  CPA’s.  SBA  will 
not  recognize  any  certified  public  accountant 
or  public  accountant  as  Independent  who  is 
not  in  fact  Independent.  In  determining 
whether  an  accountant  may  in  fact  not  be 
Independent  with  respect  to  a  particular 
SBLC,  iqipropriate  consideration  will  be 
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given  to  all  relevant  circumstances,  includ¬ 
ing  evidence  bearing  on  relationships  be¬ 
tween  the  accountant  and  such  SBLC  or 
any  af&llate  thereof 

Accordingly,  an  accountant  or  a  firm  of 
which  he  is  a  partner  or  shareholder  shall 
not  express  an  opinion  on  financial  state¬ 
ments  of  an  SBLC  unless  he  and  his  firm  are 
independent  with  respect  to  such  SBLC.  In¬ 
dependence  will  be  considered  to  be  impaired 
if,  for  example; 

1.  During  the  period  of  his  professional 
engagement,  or  at  the  time  of  expressing  his 
opinion  he  or  his  firm: 

a.  Had  or  was  committed  to  acquire  any 
direct  or  indirect  financial  interest  in  the 
SBLC:  or 

b.  Had  any  Joint  closely  held  business  in¬ 
vestment  with  the  SBLC  or  any  officer,  direc¬ 
tor,  or  principal  stockh(fider  thereof  which 
was  material  in  relation  to  his  or  his  firm’s 
net  worth:  or 

c.  Had  any  loan  to  or  from  the>SBLC  or 
any  officer,  director,  or  principal  stockholder 
thereof. 


2.  During  the  period  covered  by  the  finan¬ 
cial  statements,  during  the  period  of  the  pro¬ 
fessional  engagement  or  at  the  time  of  ex¬ 
pressing  an  opinion,  he  or  his  firm; 

a.  Was  connected  with  the  SBLC  as  a  pro¬ 
moter,  underwriter  or  voting  trustee,  a  di¬ 
rector  or  officer  or  In  any  capacity  equivalent 
to  that  of  a  member  of  management  or  of 
an  employee;  ^ 

b  Performed  bookkeeping  services  or  did 
“writeup  work”  for  the  ^LC;  or 
c.  Was  a  trustee  of  any  trust  or  executor 
or  administrator  of  any  estate  if  such  trust 
or  estate  had  a  direct  or  material  indirect 
financial  interest  in  the  SBLC;  or  was  a 
trustee  for  any  pension  or  profit-sharing 
trust  of  the  SBLC. 

C.  Selection  of  the  Auditor.  The  responsi¬ 
bility  for  selecting  the  independent  account¬ 
ant  is  vested  in  the  SBLC’s  Board  of  Direc¬ 
tors.  Unless  otherwise  advised  by  SBA,  quali¬ 
fying  as  an  Independent  public  accountant, 
as  explained  above,  may  be  considered  as 
having  SBA  approval  to  perform  the  annual 
audit  (financial  examination)  upon  selection 
by  the  Board,  and  the  filing  with  SBA  by 


such  accountant  of  an  executed  IPA  Certifi¬ 
cation,  SBA  Form  1084.  certifying  as  to  his 
qualification  and  independence.  In  the  case 
of  licensed  public  accountant ( s) ,  a  summary 
of  experience  and  qualifications  is  to  be 
submitted. 

It  is  strongly  recommended  that  the  Board 
give  thorough  consideration  each  year  to  the 
matter  of  selecting  the  public  accountant  to 
perform  that  year's  audit.  The  Board  under 
this  policy  selects  an  accountant  with  whom 
it  agrees  as  to  the  scope  of  the  engagement 
and  basis  of  compensation.  Notification  to 
SBA  is  not  necessary  when  the  same  account¬ 
ant  or  accountants  are  retained  for  succes¬ 
sive  y?ars.  Notifications  of  the  Board’s  selec¬ 
tion  will  be  furnished  to  the  Chief  Account¬ 
ant,  Finance  and  Investment,  Small  Business 
Administration,  1441  L  Street,  N.W.,  Wash¬ 
ington,  D.C.  20416.  Such  notification  should 
Include  a  complete  explanation  of  why  the 
old  accountant  was  released  and  why  the  new 
accountant  was  retained. 

The  account  released  from  the  audit  en¬ 
gagement  is  also  to  furnish  the  Chief  Ac¬ 
countant  a  full  explanation  as  to  why  he  or 
his  firm  was  released  from  the  engagement. 
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Chief  Accountant 
Finance  and  Investment 

Small  Business  Administration  IPA  CERTIFICATION 

1441  L  Street,  N.W. 

Washington,  D.C.  20416 

Gentlea>en: 

I  (we)  have  been  selected  by  the  Board  of  Directors  of 


(Name  of  S.Tjall  Business  Lending  Company) 


'  (Address  of  S3LC*s  principal  office).  (Zip  Code) 

to  conduct  an  annual  examination  of  the  SBLC's  financial  statements 

of _ ,  19 _ .  In  accordance  with  the  provisions 

of  Item  IV  of  the  SBA  Audit  Guide  ior  SBLCs,  (Check  One): 


Independent*  certified  public  accountant 
(or  firm  of  C^s) 


Independent*  licensed  public  accountant 
(or  firm  of  licensed  PAs). 


I  certify  that  this  accountant  (or  firm  of  public  accountants)  is  authorized 
to  practice  in,  and  is  in  good  standing  under  the  laws  of  the  state  or  other 
jurisdiction  in  which  the  principal  office  of  the  SBLC  is  located,  and  accord¬ 
ingly,  qualified  to  perform  the  annual  audit  of  the  above  named  SBLC, 


(Date) 


(Signature  of  individual  practitioner  or 
priricipal,  if  applicable) 


(Date) 


(Signature  of  partner  of  accounting  firm,  if 
applicable) 


(Name  under  which 'individual  practiti6ner  or  accounting  firm  is  doing 
business) 


(Business  Address) 


(Zip  code) 


*Independent  within  the  meaning  of  this  term  as  used  by  the  Small  Business 
Administration.  SBA  will  not  recognize  any  ptiblic  accountant  as  independent 
who  is  not  in  fact  independent.  For  example,  an  accountant  will  be  consid¬ 
ered  not  independent  with  respect  to  any  SBIC  with  wnich  he  has,  or  had  dur¬ 
ing  the  period  covered  by  the  audit  (financial  examination),  any  direct  fi¬ 
nancial  interest  or  anv  material  indirect  financial  interest;  or  with  which 
be  is,  or  was  during  such  period,  connected  as  a  promoter,  underwriter, 
voting  trustee,  investment  adviser,  director,  officer,  or  employee,  or  in  the 
capacity' of  rendering  bookkeeping  services. 


SBA  Form  1084 
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V.  SCOPE  OP  AUDIT 

*  The  Independent  public  accountant’s  audit 
is  to  be  an  examination  of  Uie  SBLC’s  finan¬ 
cial  statements  In  accordance  with  generally 
accepted  auditing  standards  as  expressed 
by  the  AICPA.  The  auditor  Is  to  make  an 
examination  of  the  SBLC’s  financial  state¬ 
ments  that  constitute  Part  I,  SBA  Form  1088 
with  the  view  toward  expressing  an  opinion 
as  to  whether  the  financial  statements  pre¬ 
sent  fairly  financial  position,  results  of  op¬ 
eration,  and  changes  In  financial  position  in 
accordance  with  generally  accepted  account¬ 
ing  principles  applied  on  a  basis  consistent 
with  that  of  the  preceding  year.  The  audit  Is 
not  to  be  a  “compliance  audit’’  in  the  sense 
that  the  Independent  accountant  Is  express¬ 
ing  an  opinion  as  to  whether  the  SBLC  Is 
operating  in  accordance  with  the  Act  and 
Part  120  of  SBA  Rules  and  Regulations. 

Management  Is  responsible  for  the  preoara- 
tion  of  the  SBA  Form  1088.  All  audit  adjust¬ 
ments  will  be  recorded  In  the  SBLC’s  records 
before  completion  of  the  audit  report  so 
that  financial  statements  accompanying  the 
report  will  agree,  with  the  books  as  adjusted 
as  of  the  statement  date,  giving  considera¬ 
tion  to  reclassifications  of  accoilnt  balances 
for  report  purposes. 

VI.  INDEPENDENT  ACCOUNTANT'S  REPOKT 

A.  Report  Format. — ^The  Independent  ac¬ 
countant’s  report  will  be  a  “short-form  re¬ 
port’’  as  set  forth  In  Section  500  of  the  SAS 
issued  by  the  A^CPA.  ITie  financial  state¬ 
ments  that  coneltute  Part  I  of  the  Annual 
Reports,  SBA  Form  1088,  will  accompany  the 
auditor’s  report  as  well  as  footnotes  necessary 
to  achieve  full  disclosure.  The  accountant’s 
report  shall  be  dated,  signed,  and  will  Indi¬ 
cate  city  and  state  where  issued. 

B.  Opinion. — ^The  account’s  reoort  will 
state  clearly:  (1)  the  opinion  of  the  ac¬ 
countant  In  resp^  of  the  financial  state¬ 
ments  covered  by  the  report  and  the  account¬ 
ing  principles  refiected  therein;  and  (2)  the 
opinion  of  the  accountant  as  to  the  con¬ 
sistency  of  the  application  of  the  accounting 
principles,  or  as  to  any  changes  In  such  prin¬ 
ciples  which  have  a  material  effect  on  the 
financial  statements.  Any  matters  to  which 
the  accountant  takes  exception  shall  be 
clearly  Identified,  the  exception  thereto 
specifically  and  clearly  stated,  and,  to  the 
extent  practicable,  the  effect  of  each  such 
exception  on  the  related  finanlal  statements 
given. 

C.  The  Accountant’s  Worknaners. — As  a 
normal  practice,  the  SBA  Examiners  review 
the  accountant’s  workpapers  in  determining 
the  scone  of  the  SBA  compliance  examina¬ 
tion.  ’Therefore,  the  agreement  between  the 
SBLC  and  the  accountant  wherebx  the  ac¬ 
countant  Is  eueaged  to  perform  tt>e  audit 
^financial  examination!  must  provide  that 
the  accountant’s  workpapers  will  be  made 
available  for  review  upon  reouest  from  SBA. 

VII.  OTHER  HAimS 

’The  Independent  accountant  should  satisfy 
himself  that  accounts  not  specifically  men¬ 
tioned  In  this  audit  guide  are  maintained  in 
accordance  with  generallv  accepted  account¬ 
ing  principles  and  audited  In  accordance  with 
generally  accepted  auditing  standards  for 
finance  companies  or  other  commercial  enter¬ 
prises. 

A.  Liquidity  Reserve. — 'The  llouldlty  re¬ 
serve,  although  not  a  funded  reserve.  Is  an 
amount  of  idle  funds  available  to  satisfy 
contingent  Items  that  may  occur. 

Section  120.5(b)  (6)  specifies  the  minimum 
amount  of  idle  funds  that  should  be  main¬ 
tained  and  the  type  of  contingencies  to  be 
covered. 

’The  auditor  should  satisfy  himself  that  the 
funds  are  unrestricted  and  unencumbered. 


B.  Participation  Agreements. — When  a 
lending  institution  other  than  a  bank  is 
determined  to  be  an  eligible  participant,  SBA 
will  enter  into  a  participation  agreement, 
SBA  Form  1083,  with  the  lender.  This  Is  a 
contractual  arrangement  between  the  cen¬ 
tral  office  of  SBA  and  the  SBLC  and  as  long 
as  this  agreement  Is  in  effect,  the  SBLC  may 
present  loans  to  SBA  District  Offices  for 
guarantee. 

In  addition  to  the  participation  agreement, 
the  SBLC  must  execute  with  the  district  office 
with  which  It  will  be  doing  business  the 
standard  guarantee  agreement  (SBA  Form 
750  or  751). 

Included  in  these  agreements  are  certain 
covenants  requiring  action  or  performance 
by  the  SBLC,  e.g.  within  five  days  of  the  first 
disbursement  on  account  of  each  loan,  lender 
(SBLC)  shall  pay  SBA  a  one-time  guaranty 
fee  amounting  to  one  percent  of  the  total 
amount  guaranteed  by  SBA.  Noncompliance 
by  the  SBLC  with  the  provisions  of  these 
guarantee  agreements  may  result  in  SBA 
refusing  to  honor  the  guaranty  In  the  event 
of  a  subsequent  default  by  the  borrower.  The 
auditor  should  perform  those  audit  steps 
considered  necessary  to  determine  that  mate¬ 
rial  contingent  liabilities  do  not  exist  as  a 
result  of  noncompliance  by  the  SBLC  with 
the  guaranty  agreements. 

C.  Reserve  for  Losses. — As  explained  In 
Sec.  120.5(b)(5)  of  SBA  Regulations,  the 
SBLC  is  required  to  maintain  a  reserve  In 
the  amount  of  anticipated  losses  on  receiv¬ 
ables  and  on  the  SBLC’s  share  of  all  out¬ 
standing  loans.  Also,  Item  IT.  B.  of  Appendix 
C  provides  additional  Information  on  re¬ 
serves  for  losses.  ’The  auditor  should  recognize 
that  SBA  does  not  require  assets  to  be  segre¬ 
gated  and  a  funded  reserve  be  maintained. 
Rather,  the  SBLC  is  considered  to  be  In  com¬ 
pliance  with  Sec.  120.5(b)(5)  If  the  SBLC 
establishes  an  accounting  reserve  for  antic¬ 
ipated  losses  on  receivables,  loan»''and  as¬ 
sets  acquired  in  liquidation  of  loans  that 
are  based  on  management’s  evaluation  of  the 
collectibility  of  such  Items  and  the  reserves 
are  considered  materially  adequate  In  the 
Judgment  of  the  auditor. 

vm.  ITDELITT  BOND 

A.  Need  for  Bond. — ^The  Fidelity  Bond  re¬ 
quirements  arc  set  forth  herein  principally 
for  the  guidance  of  the  SBLC  In  meeting  Its 
obligation  to  conform  to  such  requirements. 

Each  SBLC  shall  obtain  and  maintain  a 
Fidelity  Bond,  which  must  be  executed  by  a 
Surety  holding  a  certificate  of  authority 
from  the  Secretary  of  the  Treasury  pursuant 
to  Section  6-13  of  Title  8  of  the  United  States 
Code  as  an  acceptable  Surety  on  Federal 
Bonds.  Each  officer  and  employee  who  has 
control  over  or  access  to  cash,  securities,  or 
other  property  of  the  SBLC  shall  be  covered 
by  such  Fidelity  Bond.  ’The  form  of  Bond 
must  meet  the  provisions  or  paragraphs  B 
through  D  below. 

B.  Type  of  Bond. — The  Fidelity  Bond  may 
be  Issued  on  a  “Discovery”  or  “Loss-Sus¬ 
tained”  basis.  Each  Bond  shall  contain  mini¬ 
mum  coverage  eoulvalent  to  Insuring  agree¬ 
ments  (A)  Fidelity,  (B)  On  Premises,  and 
(C)  In  ’Transit  provided  In  Finance  Compa¬ 
nies  Blank  Bond  Standard  Form  14  and  15. 
Equivalent  Insurance  coverage,  as  previously 
stated,  constitutes  satisfactory  coverage.  In¬ 
suring  Agreements  covering  (D)  Forgery  or 
Alteration,  (E)  Securities,  and  (F)  Counter¬ 
feit  Currency,  Misplacement  Coverage,  and 
Electronic  Data  Processing  Covera<^  are  not 
required.  The  Bond  shall  also  contain  a  rider 
or  endorsement  providing  that  the  Surety 
will  notify  the  SBA,  Associate  A'^mlnlstrator 
for  Finance  and  Investment,  1441  L  Street 
NW.,  Was»'lngton,  D.C.  20416,  of  Its  Intent 
to  cancel  the  Fidelity  Bond  at  least  30  days 


In  advance  of  the  effective  date  of  cancella¬ 
tion.  At  the  option  of  the  SBLC,  a  loss  de¬ 
ductible  clause  not  to  exceed  $1,000  will  be 
permissible  under  all  of  the  Insuring  agree¬ 
ments. 

An  SBLC  may  be  covered  as  a  Joint  In¬ 
sured  under  a  Fidelity  Bond  If  the  coverage 
meets  the  above  requirements. 

C.  Coverage. — The  minimum  amount  of 
fidelity  bond  for  each  SBLC  acceptable  to 
SBA  shall  be  $25,000.  'The  amount  of  fidelity 
bond  acceptable  to  SBA  shall  be  based  upon 
the  total  amount  of  the  assets  of  the  SBLC 
as  follows: 

Minimum 


Assets:  Coverage 

Up  to  $500,000 _ $25,000 

$500,001  to  $750,000 _  40,000 

$750,001  to  $1,000,000 .  50,  000 

$1,000,001  to  $2,000,000 .  75,000 

$2,000,001  to  $3,000,000 .  100,000 

$3,000,001  to  $4,000,000 _ 125,000 

$4,000,001  to  $5,000,000 _  150,000 

$5,000,001  to  $7,500,000 _  175,000 

$7,500,001  to  $10,000,000 . 200,000 

$10,000,001  and  over _  (i) 


*  $200,000  plus  $10,000  for  each  $1  million 
or  fraction  thereof  over  $10  million,  except 
that  no  SBLC  shall  be  required  to  provide 
And  maintain  a  fidelity  bond  In  any  amount 
greater  than  $1  million. 

D.  Cancellation  and  Claims  by  the  SBLC. — 
Each  SBLC,  at  least  30  days  prior  to  making 
any  request  to  the  Surety  to  terminate  or 
cancel  such  bonds,  shall  notify  SBA  In  writ¬ 
ing  of  Its  Intent  to  terminate  or  cancel  the 
bond.  Each  SBLC  shall  notify  SBA  Imme¬ 
diately  In  writing  of  any  claim  for  loss  filed 
under  the  bond  with  the  Surety.  Such  noti¬ 
fications  to  SBA  shall  be  by  certified  mall 
addressed  to  the  Associate  Administrator  for 
Finance  and  Investment,  Small  Business  Ad¬ 
ministration,  1441  L  Street,  N.W.,  Washing¬ 
ton,  D.C.  20416. 

IX.  ITNANCIAL  STATEMENTS 

The  primary  financial  statements  of  SBLCs 
Include  a  Balance  Sheet,  Statements  of  In¬ 
come  and  Retained  Earnings,  and  a  State¬ 
ment  of  Changes  in  Financial  Position.  Such 
statements  constitute  the  Financial  Report, 
Part  I  of  SBA  Form  1088,  and  are  required  to 
be  presented  In  the  prescribed  format.  Ap¬ 
pendix  B  provides  additional  Instructions  for 
the  preparation  of  the  Annual  Report,  SBA 
Perm  1088.  The  following  Is  a  brief  descrip¬ 
tion  of  the  financial  statements  and  standard 
notes. 

A.  Balance  Sheet. — The  Balance  Sheet  Is 
presented  In  a  conventional  format.  Because 
ot  their  significance.  loans  and  assets  ac¬ 
quired  In  liquidation  of  loans  are  shown  as 
separate  categories  of  assets. 

B.  Statement  of  Income  and  Retained 
Earnings. — The  Statement  of  Income  and  Re¬ 
tained  Earnings  Is  designed  in  a  conventional 
format,  although.  It  includes  considerable  de¬ 
tail  on  revenue  and  expense  data  by  func¬ 
tional  categories.  Earnings  per  share  Is  com¬ 
puted  and  retained  earnings  is  determined. 
Accounting  principles  Board  Opinion  No.  9, 
Reverting  Results  of  Operations,  contains 
the  applicable  principles  expressed  by  the 
AICPA. 

C.  Statement  of  Changes  in  Financial  Posi¬ 
tion. — ^The  Statement  ot  Changes  In  Flnan- 
clsd  Position  Includes  all  changes  In  financial 
position  resulting  during  the  fiscal  yeaur.  The 
objectives  of  this  statement  are  \1)  to  sum¬ 
marize  V’f  financing  and  Investing  activities 
of  the  sAc.  Including  the  extent  to  which 

^the  SBLC  has  generated  cash  and  Invested 
’’idle  funds,  and  (2)  to  complete  the  disclo¬ 
sure  of  changes  In  financial  position  during 
the  period.  Accounting  Principles  Board 
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Opinion  No.  19,  Reporting  Changes  in  Finan¬ 
cial  Position,  contains  the  applicable  prin¬ 
ciples  expressed  by  AICPA. 

D.  Notes  to  Financial  Statements. — In¬ 
cluded  in  the  Notes  to  the  Financial  State¬ 
ments  will  be  Information  considered  neces¬ 
sary  to  achieve  full  disclosure  in  accordance 
with  generally  accepted  accounting  prin¬ 
ciples. 

Appendix  B — Annual  Repoet  for  Small 
Business  Lending  Companies 
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PROPOSED  RULES 

i.  introduction 

A.  statement  of  Policy. — Small  Business 
Lending  Companies  (SBLCs)  approved  by 
the  Small  Business  Administration  (SBA) 
are  required  to  submit  to  SBA  annual  reports 
and  Interim  reports  when  required.  Such  re¬ 
ports  will  be  submitted  on  SBA  Form  1088 
and  will  be  prepared  in  accordance  with  the 
instructions  in  this  guide  and  generally  ac¬ 
cepted  accounting  principle. 

This  guide  was  prepared  by  SBA.  Inquiries 
or  comments  relating  to  these  Instructions  or 
the  Annual  Report,  SBA  Form  1088,  should 
be  directed  to  the  Chief  Accountant,  Finance 
and  Investment,  1441  L  Street  NW.,  Wash¬ 
ington,  D.C.  20416. 

B.  Purpose. — This  guide  (Appendix  B) 
provides  instructions  for  the  preparation  of 
the  Annual  Report,  SBA  Form  1088.  ’The  re¬ 
port  and  related  instructions  have  been  pre¬ 
scribed  to  provide  standard  reporting  re¬ 
quirements  and  to  ensure  that  uniform  and 
comparable  data  is  submitted  to  SBA  by  all 
SBLCs  in  a  timely  manner. 

C.  Organization  of  the  Annual  Report. — 
The  Annual  Report  is  comprised  of  two 
parts;  Financial  Report  (Part  I)  and  Man¬ 
agement  Report  (Part  II).  The  Financial 
Report  Includes  the  SBLCs  financial  state¬ 
ments,  and  will  be  the  basis  for  the  inde¬ 
pendent  accountant’s  opinion.  Such  state¬ 
ments  will  present  financial  position,  results 
of  operations,  and  changes  in  financial  posi¬ 
tion.  Also  Included  will  be  appropriate  notes 
to  the  financial  statements  necessary  to 
achieve  full  disclosure.  The  Management  Re¬ 
port  contains  supplementary  data  on  the 
SBLC’s  operations  which  is  unaudited. 

D.  Reporting  Requirements. — 1.  Annual 
Report  (SBA  Form  1088). — Three  copies  of 
the  Annual  Report  shall  be  submitted  to 
SBA  by  the  SBLC  as  soon  as  practicable  after 
completion  and  no  later  than  the  last  day  of 
the  third  month  following  the  close  of  the 
SBLC’s  fiscal  year. 

The  financial  report  shall  be  prepared  in 
the  prescribed  format  and  shall  accompany 
the  accountant's  report.  Attached  to  each 
copy  of  the  Financial  Report  should  be  a 
copy  of  any  transmittal  letter,  special  re¬ 
ports,  or  similar  communications  furnished 
to  the  SBLC  by  the  auditor.  If  adjusting 
entries  are  furnished  to  the  SBLC  with  the 
report,  they  should  be  submitted  to  SBA. 

The  Management  Report  will  be  submitted 
with  the  Financial  Report  and  both  will  ac¬ 
company,  and  be  covered  by,  the  certification. 

2.  Interim  reports. — Upon  request,  SBLCs 
will  submit  to  SBA  either  the  complete  SBA 
Form  1088  or  a  part  thereof;  l.e.,  the  financial 
report  or  the  management  report.  Such  re- 
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ports  are  considered  interim  in  that  they 
cover  less  than  a  full  year  of  operations  and 
financial  report  is  not  audited  by  the  SBLCs 
independent  accountant.  Accordingly,  such 
Interim  reports  are  in  addition  to,  not  in 
lieu  of,  the  annual  report. 

3.  Regulated  SBLCs. — Concerning  SBLCs 
that  are  registered  with  the  Securities  and 
Exchange  Ccmmlssion  (SEC),  additional  re¬ 
ports  may  be  required  by  SEC.  It  should  be 
noted  that  any  report  submitted  to  SEC  shall 
also  be  submitted  to  SBA. 

4.  Where  to  submit  reports. — All  reports 
rendered  to  SBA  are  to  be  submitted  to  the 
Associate  Administrator  for  Finance  and  In¬ 
vestment,  Small  Business  Administration, 
1441  L  Street,  N.W.,  Washington,  D.C.  20416. 

&.  Accounting  and  Reporting  Policies. — 
Except  as  expressly  required  in  Appendix 
C,  SBLCs  are  to  follow  generally  accepted 
accounting  principles  as  set  forth  by  the 
accounting  Standards  Board  (FASB)  and 
its  predecessor  groups. 

A  primary  objective  to  be  kept  in  mind 
is  that  the  information  reported  should 
be  disclosed  in  a  manner  that  will  cause  the 
data  to  be  under.standable  and  useful  to  the 
reader  and  at  the  same  time  achieve  a  fair 
presentation.  Accordingly,  there  shall  be  ade¬ 
quate  footnote  disclosure  so  as  to  max.'-  'he 
statements  not  misleading.  A  certification  by 
the  authorized  corporate  official  of  the  SBLC 
as  to  completeness  and  reliability  will  be  re¬ 
quired  on  all  statements  other  than  those 
containing  an  Independent  accountant’s 
opinion. 

The  schedules  in  Part  II  of  this  report  are 
designed  to  cover  a  variety  of  situations.  The 
preparer  of  the  report,  however,  should  rec¬ 
ognize  that  when  a  particular  schedule  does 
not  ^ply  to  the  SBLCs'  operations,  the 
schedule  should  be  omitted.  However,  when 
the  schedules  are  omitted,  their  omission 
shall  be  Indicated  by  attachment  to  the 
management  certification  at  the  beginning 
of  the  report. 

F.  Management  Certification. — The  certi¬ 
fication  of  the  Annual  Report,  SBA  Form 
1088,  shall  bear  the  signature  of  the  chief 
financial  officer  of  the  SBLC.  or  other  officer 
authorized  by  the  board  of  directors  to  sign 
in  the  event  the  chief  financial  officer  is  un¬ 
available.  The  CorpcHrate  Secretary  of  the 
SBLC  shall  attest  by  signature  to  the  fact 
that  the  minutes  of  a  meeting  of  the  board 
of  directors  show  that  the  Annual  Report, 
SBA  Form  1088,  has  been  reviewed  and  ap¬ 
proved  by  the  board  of  directOTs.  The  date 
on  which  each  signature  is  affixed  shall  be 
shown.  All  signatures  on  all  copies  of  the 
Annual  Report,  SBA  Form  1088,  submitted  to 
SBA  shall  be  original  signatures  in  ink. 
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PROPOSED.  RULES 


! 


SMALL  BUSINESS  ADMINISTRATION 


WASHINGTON,  D.  C. 


Report  of  Financial  fi 
Management  Data 
'•  For  Approved 
Small  Business  Lending  Companies 


Period  ended  _ ,  19 


(Full  name  of  reporting  SBLC) 


(Street  address) 


(City  and  state) 


CERTIFICATION* 


I,  the  undersigned  Chief  Financial  Officer  of  the  _ 

(Full  name  of  reporting  SBLC) 

do  certify  that  this  report  and  all  schedules  and  supporting  documents  which  are  Sub¬ 
mitted  herewith  (including  both  Parts  I  and  II  of  SBA  Form  1088)  have  been  prepared  under 
my  direction;  that  I  have  carefully  examined  them  and  declare  that  they  correctly  reflect 
the  accounts  and  records  of  the  company  which  are  maintained  in  accordance  with  the 
System  of  Account  Classification  prescribed  by  SBA,  and  to  the  best  of  my  ]cnowlcdge  and 
belief,  are  a  complete  and  accurate  statement,  after  adjustment  to  reflect  full  accruals. 

Date  _ ,  19 _  _ 

(Signature) 


(Title) 


VERFICATION* 

I  hereby  attest' that  the  minutes  of  the  meeting  of  the  Board  of  Directors  of  the 

_ on  _ ,  19 _ ,  show 

(Full  name  of  reporting  SBLC) 

that  the  Board,  at  such  meeting,  reviewed  and  approved  Parts  I  and  II  of  SBA  Form  1088  of 

such  company  for  the  period  ended  _  ,  19 _ ,  covered  by  the  above 

certification  of  the  Chief  Financial  Officer. 

Date;  _ ,  19 _  _ 

(Secretary) 


*  Title  18  U.S.C.  Sec.  1001  and  Criminal  Procedure,  makes  it  a  criminal  offense  subject 
to  a  maximum  fine  of  $10,000  or  imprisonment  for  not  more  than  5  years,  or  both  to 
knowingly  and  willfully  make  or  cause  to  be  made  any  false  or  fraudulent  statenv  nts  or 
representations  in  any  matter  within  jurisdiction  of  any  agency  of  the  United  States. 
Title  15,  Section  645(a)  subjects  to  punishment  by  fine  and/or  imprisonment  any  person 
making  a  false  statement  or  willfully  overvaluing  any  security,  for  the  purpose  of 
obtaining  for  himself  or  another  any  loan,  extension  tiiereof,  or  the  acceptance,  release 
or  substitution  of.  security  thereiiore,  or  for  the  purpose  of  influencing  in  any  way  the 
action  of  SBA,  or  for  the  purpose  of  obtaining  money  or  anything  of  value. 
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n.  FINANCIAL  BEPORT 

A.  General. — ^The  Financial  Report  (SBA 
Form  1088,  Part  I)  Is  designed  to  present  the 
SBLC’s  financial  statements  as  audited 
the  Independent  public  accoimtant.  Accord¬ 
ingly,  the  statements  are  based  on  the  trans¬ 
actions  recorded  In  the  accounts.  This  Ap¬ 
pendix  contains  standard  formats  and  sug¬ 
gested  notes  of  disclosure.  The  preparer  of 
this  report  should  keep  In  mind  that  the 
amoimts  are  to  be  rounded  to  the  nearest 
dollar. 

B.  Independent  Accountant’s  Report. — The 
Accountant’s  Report  is  to  be  a  short-form 
report  and  It  is  expected  to  contain  an  un¬ 
qualified  opinion.  Such  opinion  should  be 
expressed  on  the  financial  statements  con¬ 
tained  In  Part  I  of  SBA  Form  1088  and  not  on 
separate  statements.  For  further  Information 
on  the  Accountant's  Report,  see  Appendix  A, 
Audit  Guide  for  SBLCs. 


The  following  sample  accountant’s  report 
Is  included  for  illustrative  purposes  and  is 
not  Intended  to  cover  the  various  situations 
that  may  arise  In  practice. 

Stein  A  Stein,  CPA’s, 

222  Carmichael  Avenue, 
Washington^  D.C.  20016. 

To :  The  Stockholders  and  Board  of  Directors 
of  Becker  Finance  Company. 

We  have  examined  the  balance  sheet  of 
Becker  Finance  Company  as  of  December  31, 
19-^,  and  the  related  statements  of  Income 
and  retained  earnings  and  changes  in  finan¬ 
cial  position  for  the  year  then  ended.  Our 
examination  was  made  In  accordance  with 
generally  accepted  auditing  standards,  and 
accordingly  Included  such  tests  of  the  ac¬ 
counting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the 
circumstances. 


In  our  opinion,  the  aforementioned  finan¬ 
cial  statements  present  fairly  the  financial 
position  of  Becker  Finance  Company  at  De¬ 
cember  31,  19 — ,  and  the  results  of  Its  opera¬ 
tions  and  the  changes  in  its  financial  position 
for  the  yejir  then  ended.  In  conformity  with 
generally  accepted  accounting  principles  ap¬ 
plied  on  a  basis  consistent  with  that  of  the 
preceding  year. 

March  28, 19 — . 

Stein  &  Stein. 

C.  Bfilance  Sheet. — The  Balance  Sheet  Is 
designed  to  measure  the  SBLC’s  financial 
position  as  of  the  statement  date  In  a  con¬ 
ventional  format.  After  the  first  year  of  op¬ 
eration.  the  Balance  Sheet  is  to  be  on  a  com¬ 
parative  basis. 

The  following  Statement  Format  Is  to  be 
used  by  all  SBLCs. 


•  FEDERAL  REGISTER,  VOL.  40,  NO.  238 — WEDNESDAY,  DECEMBER  10,  1975 


57610 


PROPOSED  RULES 


Name  of  SBLC: 


Balance  Sheet 


As  of 


19 


ASSETS 


Current  Assets 

1.  Cash . 

2.  Invested  Idle  Funds . 

3.  Notes  and  Accounts  Heceivable . 

U.  Accrued  Interest  Receivable . 

5.  Less:  Allowance  for  Losses . 

6.  Other  Current  Assets . 

7.  Total  Current  Assets . 

Loans 

8.  Loans,  at  Cost . . . . 

9*  Less:  Unearned  Fees . . 

10.  Allcsjancc  for  Losses  . 

11.  Total  Loans . . . . . 

Assets  Acquired  in  Liquidation  of  Loans 

12.  Assets  Acquired,  At  Cost  . . 

13.  Less  A 1  lonvances  for  losses . 

1^.  Accimulntcd  Depreciation 

15.  Total  Assets  Acquired  . . 

Otner  Assets 

16.  Funds  in  Escrow . 

17.  Furniture  Sc  Equipment . 

18.  Less:  Accumulated  Depreciation . 

19.  Deferred  Charces... . 

20.  Other  Assets . . . 

21.  TOTAL  ASSETS . 


1 


$ 


1 


1 


i 


$ 


LIADILITIES  &  STOCKHOLDERS  EQUITY 
Current  Liabilities 

22.  Accounts  &  Notes  Payable . . . ^ 

23.  Accrued  Interest  Payable . _ 

2l».  Income  Taxes  Payable . _ 

25.  Dividends  Payable . _ 

26.  Other  Current  Liabilities. . '. . _ 


27.  Total  Current  Liabilities . . . 

Long-Term  Debt 

28.  Notes  and  Debentures  payable . J _ 


29.  Other  Long-term  Debt . '. . __ 

30.  Total  Long-Term  Debt . . 

Other  I.iabili tics 

31.  Trust  Receipts . ^ 

3c?.  Deferred  Ci edits . _ 

33.  Other  Liabilities . ••••_ 

3**.  Total  Other  Liabilities . 

35.  TOTAL  LIABILITIES .  $ 

Stockholders  Equity; 

36.  Capital  Stock . . .  $ _ 

37.  Paid-in  Surplus .  i. _ 

33.  Less:  Treasury  Stock . _______ 

39.;  Paid-in  Capital  Stock  and  surplus . $ _ 

1)0.  Retained  Kai'nings . . . _______ 

Ul.  Stockholders  Equity . _ 

U2.  TOTAL  LIABILITIES  Sc  STOCKIJOLDEKS  EQUITY . : 
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D.  Statement  of  Income  and  Retained 
Earning*. — ^The  Statement  of  Income  and 
Retained  Earnings  Is  designed  to  measure 
the  SBLCs’  results  of  operations  as  well  as 
changes  in  retained  earnings  in  accordance 
with  APB  No.  9. 


Revenue  is  classified  according  to  source 
such  as  interest  income,  fees  for  processing 
applications,  consulting  and  other  income  as 
well  as  gain  or  loss  on  sale  of  guaranteed 
portions  of  loans.  Expenses  are  grouped  ac¬ 
cording  to  reaumeratlon,  initiating  and 


servicing  costs,  other  costs  and  provisions  for 
probable  losses.  Also,  earnings  per  share  is 
to  be  measured. 

The  Statement  Format  is  to  be  used  by  all 
SBLCs  is  as  follows: 


Name  of  SPtC; _ 

Statement  of  Income  Retained  Earnings 
For _ months  ended  _ ,  19 


REVENUE; 

1.  Interest  Income  . . . . . . . . .  ^ 

2.  Application  and  Pvocc.sslng  Fees  . . . .  __ 

Loan  Servicing  Fees  . . . _ 

A.  Consulting  and  Other  Incoosc  . . . . . 

5.  Sale  of  Guaranteed  Portion  of  Loans . . . .  S _ 

6.  Less  Cost  of  Loans  Sold  . . . . . .  — 

7.  TOTAL  REVENUE  . £ 


EXFF.NSES  ; 


Remuneration 

8.  Interest  Expense  . . . 5 _ 

9.  Salary  Expenses  . . . . . . 

10.  Employee  Expense . . . .  . 

11.  Consulting  Services  . . . .  $ 


Initiating  &  Servicing  Costs 

12.  Advertising  and  Piumotlon  .......  . i- 

13.  ApprallJol  and  Investigation . . 

lA.  Guarentec  Fee  . .  . 

15.  Canniuni  cation . . . . 

16..  Legal  . . 

17.  Travel  Expense  . . . . . 

Other  Costs 

18.  Rent  Expense . . . . . .  ^ 

19.  Depreciation  &  Amortlratlon  Expense  .  . 

20.  Audit  &  Exanlnfi tlon  Expense  . . . 

21.  Insurance  Expense  . . . . 

22.  Miscellaneous  Expense . . . _ 

Provision  for  Pro'.>ahle  Losses 

23.  Receivables  . . . . . 


2Ai  Loans  . . . . . 

25.  Assets  Acquired  . ______  _______ 

26.  TOTAL  EXPENSES  . _____ 

27.  ICT  INCOME  EEF(PE  TAXES  •  J _ 

28.  Provision  for  Current  Income  Taxes  . . .  $ 

29.  Deferred  Charge  (Credit)  to  Future  Taxes  . . 

30.  ICT  INCOIE  (LOSS)  . S _ 

31.  Retained  Earnings  at  Reglnnlng  of  Period . . . _______ 

32.  Less;  Dividends  Declared  . . . . (  ) 

33.  Retained  Earnings  at  End  of  Period  . . . 

3A.  Net  IncoT’e  Per  Stvire  . . . . . .  $ 

35.  Net  Income  Per' Share  t. Assuming  Full  Dilution . 
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E.  Statement  of  ChaTige  in  Financial 
Position. — The  Statement  of  Change  In  Fi¬ 
nancial  Position  Is  patterned  after  the  re¬ 
quirements  of  Accounting  Principles  Board 
Opinions  No.  19.  After  the  first  year  of  op¬ 


erations,  the  statement  should  be  on  a  com¬ 
parative  basis. 

The  statement  format  to  be  used  by  all 
SBLCs  Is  as  follows: 


Name  of  SBLC-  . _ 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
For  _ months  Ended  .  19 


SOURCE  OF  FUNDS 


1,  From  Net  Incone  ^ 

2,  Add:  Depreciation,  amortization, 

provision  for  losses, 
deferred  income  taxes,  etc. 

3,  Total  funds  provided  by  operations  ^ 

4,  Proceeds  from  Sale  of  Loans 

5,  Other  Decreases  in  Loans  _ 

6,  Proceeds  from  Sale  of  Assets  Acquired  __ 

7,  Other  Decrease  in  Assets  Acquired  _ 

8,  Decrease  in  Current  Assets  (Excluding 

Cosh  and  Invested  Idle  Funds)  _ 

9,  Decrease  In  Other  Assets  _ 

10.  Increase  in  Current  Liabilities  __ 

11.  Increase  in  Long-term  Debt  _ 

12.  Inctcase  in  Other  Liabilities  ” 

13.  Increase  in  Stockholders'  Equity 

14.  Other  ___________________ 

15.  Total  Funds  Provided 


application  of  FUNDS 

16.  Investment  in  Loans  ^ 

17.  Other  Increases  in  Loans  _ 

18.  Acquisition  of  Assets  in  Liquidation  of  Loans  __ 

19.  Other  Increase  in  Assets  Acquired  _ 

20.  Increase  in  Current  Assets  (Excluding  Cash  and 

Invested  idle  Funds)  _ 

21.  Increase  in  Other  Assets  _ 

22.  Decrease  in  Current  Liabilities  (Excluding  Dividends)  _ 

23.  Payment  of  Dividends  _ 

24.  Decrease  in  Long-term  Debt  _ 

25.  Decrease  in  Other  Liabilities 

26.  Other  “ 

27.  Increase  (Decrease)  in  Cash  and  Invested  Idle  Funds 

28.  Total  Funds  Applied  ^ 
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P.  Notes  to  Financial  Statements. — Notes 
to  the  Financial  Statements  are  to  be  In¬ 
cluded.  which  are  necessary  to  achieve  full 
disclosure  and  which  are  necessary  so  as  to 
make  the  statements  not  misleading. 

The  following  Is  a  list  of  Items  that  usually 
are  found  In  footnotes.  The  list  Is  not  In¬ 
clusive  but  contains  examples  of  accounting 
policies  and  financial  circumstances  that 
might  be  disclosed  In  accordance  with  gen¬ 
erally  accepted  accounting  principles. 

1.  Significant  Accounting  Policies: 

a.  Recognition  of  Interest  Income. 

b.  Income  taxes. 

c.  Property  (If  material) — Depreciation. 

d.  Recognition  of  revenue  from  fees, 
c.  Other 

2.  Long-term  Debt. 

3.  Property. 

4.  Contingent  Liabilities  and  Commit¬ 
ments. 

5.  Principles  of  Consolidation. 

6.  Assets  SubJ’ct  to  Lien. 

7.  Pension  and  Retirement  Plan. 

8.  Restrictions  on  Retained  Earnings. 

9.  Leased  Assets  and  Lease  Commitments. 

10.  Other  Disclosures  Required  by  Gen¬ 
erally  Accepted  Accounting  Principles. 

in.  MANAGEMENT  REPORT 

A.  General. — The  Management  Report 
(Part  II.  SB  A  Form  1088)  Is  designed  to  pro¬ 
vide  SBA  with  analytical  data  on  the  SBLC’s 
operations. 

The  schedules  In  this  report  are  designed 
to  cover  a  variety  of  situations.  The  pre¬ 
parer  of  the  report,  however,  should  recog¬ 
nize  that  when  a  particular  schedule  does 
not  apply,  the  schedule  should  be  omitted. 
Accordingly,  If  the  SBLC  has  no  assets  ac¬ 
quired  In  liquidation,  schedules  6  and  7 
would  be  omitted. 

B.  Coversheet. — The  coversheet  of  the 
Management  Report  should  show  the  follow¬ 
ing  Information  centered  on  the  page : 

Name  of  SBLC : _ 

City  and  State : _ 

Identification  No: _ 

Management  report 

period  ended _ ,  19-— 

C.  Content  of  Report. — The  table  of  con¬ 
tents  to  the  Management  Report  summarizes 
the  Information  contained  in  the  report  and 
Is  as  follows : 

.  TABLE  OP  contents 

Schedules 


Size  and  Classification _  1 

Overview  of  SBLC’s  Operations _  2 

Schedule  of: 

Portfolio  Serviced _  3 

Assets  Acquired  In  Liquidation  of 

Loans  _  4 

Loans  Sold  During  the  Period _  5 

Commitments  and  Unfunded  Loans  to 

Smal  Business  Concerns _  6 

Delinquencies  Aged _  7 

Allowance  for  Losses _  8 

Cash  and  Invested  Idle  Funds _  9 

Liquidity  Reserve _  10 

Capital  Stock  of  SBLC _  11 

Options  on  SBLCs  Capital  Stock _  12 

Schedule  of  Management  and 
Ownership  _  13 


D.  Size  and  Classification  (Schedule  1). — 
This  data  sheet  provides  Information  on  the 
SBLC’s  size,  ownership,  and  investment 
policy. 

1.  Size — should  be  measured  In  total  port¬ 
folio  being  serviced.  This  measurement  is  in¬ 
dicative  of  the  lenders  activity  and  size 

2.  Ownership — is  measured  according  to 
bank  domination  or  association,  ownership 


by  another  corporate  entity,  or  individual 
ownership. 

Bank  domination  refers  to  ownership  of 
50%  or  more  of  the  SBLC  s  stock  by  a  Bank 
or  Bank  Holding  Company.  If  the  Bank  or 
Bank  Holding  Company  controls  between  ten 
percent  to  fourty-nlne  percent  (10% -49%) 
of  the  stock,  the  SBLC  is  considered  to  be 
Bank  Associated. 

SBLCs  are  presumed  to  be  owned  by  a 
financial  corp.  or  nonfinanclal  corp.  If  50% 
or  more  of  Its  stock  is  owned  by  such  cor¬ 
poration.  Otherwise,  the  SBLC’s  ownership  Is 
considered  to  be  "individually  owned.’’ 

Concerning  public  or  non-public,  l.e..  pri¬ 
vate  ownership,  a  company’s  stock  is  con¬ 
sidered  to  be  publicly  owned  if  the  company 
has  sold  Its  stock  in  the  market  place  to  raise 
capital  and  it  is  regulated  by  the  Securities 
and  Exchange  Commi  slon.  Otherwise,  the 
company  Is  considered  to  be  privately  owned. 

3.  Investment  Policy — should  be  that 
which  the  SBLC  had  adopted  as  set  forth  In 
its  proposal  to  operate,  as  amended. 

4.  SBIC  Association — An  SBLC  is  con- 
s’dered  to  be  associated  with  an  SBIC  when 
It  comes  within  the  definition  of  Section 
12C.l(d)  of  SBA  Regulations. 

Schedule  1 

size  and  CLASSIFICATION 

Size. — In  total  loans  being  serviced 

□  Zero  to  $10  million. 

□  $10  million  to  $20  million. 

$20  million  to  $50  million. 

C  $50  million  to  $100  million, 
n  over  $100  million. 

Ownership. — 

□  Bank  Dominated  (50%  or  more  ownea 
by  Bank  or  Bank  Hold.  Co.) . 

Z  Bank  Associated  (10%  to  49%  owned  by 
Bank  or  Bank  Hold.  Co.) . 

□  Financial  corp.  other  than  Bank  or  Bank 
Hold.  Co.  (Including  SBICs) : 

□  Public. 

C  Non-public. 

T.  Non-Flnancial  Corp. 

□  Public. 

!!:  Non-public. 

C  Individually  owned: 

□  Public. 

□  Private. 

Loan  policy. — 

□  Diversified. 

G  Non-diverslfled. 

(SIC  code,  4  digit _ ) 

SBIC  Association. — 

□  Yes,  if  yes,  state  Name  of  Licensee; 


G  No.  Licen<=e  No.: _ 

(Check  One) 

E.  Overview  of  SBLC’s  Operations  (Sched¬ 
ule  2). — The  overview  is  intended  to  be  a 
summary  of  the  SBLC’s  operations  for  the 
period  completed  viewed  from  the  stand¬ 
point  of  the  SBLC’s  management.  It  should 
highlight  significant  events  affecting  the 
SBLC’s  operations  that  would  assist  the 
reader  in  understanding  the  data  contained 
in  the  report.  It  should  be  limited  to  Infor¬ 
mation  not  otherwise  made  available  to  SBA 
and  contain  analysis  of  specific  data  con¬ 
tained  elsewhere  In  the  report. 

The  overview  Is  intended  to  be  a  brief 
narrative  summary  of  the  SBLC’s  operations 
during  the  year  recently  completed.  It  will 
summarize  activities  Involving  such  things 
as  applications  for  loans  received  from  small 
business  concerns,  loans  made,  sale  of  guar¬ 
anteed  portions,  etc. 

In  those  Irstances  where  the  SBLC  has 
assets  acquired  In  liquidation  of  loans,  prog¬ 
ress  toward  disposing  of  such  assets  should 
be  summarized  if  the  SBLC  is  liquidating 
the  loan.  The  overview  should  Include  com¬ 
ments  on  matters  reltaing  to  SBA  Regula¬ 


tions  and  other  matters  of  interest  con¬ 
sidered  appropriate. 

It  Is  also  contemplated  that  the  overview 
will  Include  success  stories  where  they  occur, 
have  been  accomplished,  and  can  be 
measured. 

Regarding  the  coming  year,  slenlficant 
events  expected  to  occur  that  will  signifi¬ 
cantly  affect  the  SBLC’s  operations  should  be 
highlighted.  It  Is  Intended  to  be  a  summary 
of  the  SBLC’s  equity  and  debt  projected 
needs  and  commitments  for  the  coming 
year.  Describe  the  anticipated  amount  of 
funds  needed  for  small  business  loans  and 
the  sources  of  such  funds.  Provide  details  of 
prcpo^ed  rew  stock  offers,  credit  agreements, 
line-of-credlt  arrangements,  etc.  to  Include 
amounts,  dates,  names  and  soi'rces,  terms, 
restrictions,  etc.  In  short,  this  summary 
should  Drovide  management's  appraisal  of 
the  ability  of  the  SBLC  to  meet  Its  capital 
demands  for  the  next  year. 

F.  Schedule  of  Portfolio  Ser^nced  (Sched¬ 
ule  3). — This  schedule  Includes  all  loans  the 
SBLC  Is  serving  at  the  balance  sheet  date 
whether  or  not  the  guaranteed  portion  has 
been  sold  or  transferred.  When  more  than 
one  SBA  District  Office  has  the  resnonslblllty 
to  nerform  according  to  the  terms  and  con¬ 
ditions  of  the  guarantee,  the  loans  should  be 
grouoed  and  reoorted  on  a  seoarate  schedule 
by  district  office.  The  District  Office  should 
be  lde’'tlfied  In  the  upper  left  corner  of  the 
schedule. 

The  schedule  of  servicing  portfolio  shall 
contain  the  following  columns: 

1.  B err ower-  Loans  are  to  be  grouped 
alphabetically.  Show  name  of  business  and 
address  limited  to  city  and  state. 

2.  SIC  Code — Show  the  four  digit  SIC  code 
for  the  business. 

3.  Financing  Date — As  a  general  rule,  the 
date  the  loan  was  disbursed  shall  be  shown 
as  the  financing  date.  In  those  Instances 
where  multiple  disbursements  are  made,  the 
Initial  disbursing  dates  and  the  final  dis¬ 
bursing  date  shall  be  shown. 

4.  Percent  of  SBA  Guarantee — The  percent 
of  SBA’s  guarantee  on  the  loan  should  be 
specified.  In  those  Instances  where  SBA’s  In¬ 
volvement  Is  an  Immediate  participation,  the 
amount  of  the  participation  will  be  stated. 

5.  Total  Loan  Balance — State  the  amount 
of  the  loan  balance  at  the  balance  sheet  date 
including  the  participations  sold. 

6.  Participation  Sold — State  the  balance  of 
participations  sold  or  transferred.  Include  In 
this  column  the  amount  of  immediate  par¬ 
ticipations  by  SB.4  or  other  transfers. 

7.  Lender's  Share  of  Loans — The  lenders 
share  of  loans  will  be  column  5  minus  col¬ 
umn  6.  The  total  of  this  column  should 
agree  with  item  8  of  the  balance  sheet. 

8.  Allowance  for  Loss  on  Loans — The 
amounts  shown  In  this  column  will  represent 
management’s  estimate  of  anticipated  loss 
on  the  SBLC’s  share  of  loans  as  of  the  Bal¬ 
ance  Sheet  date.  The  total  of  this  column 
should  agree  with  Item  10  of  the  Balance 
Sheet. 

9.  Delinquencies — The  amount  shown  In 
this  column  will  represent  the  amount  of 
principal  past  due  on  the  amount  of  loans 
shown  In  column  5. 

10.  Action  taken  on  Delinquencies — By  use 
of  a  legend  key,  specify  the  action  being 
taken  on  loans  that  are  delinquent.  The  fol¬ 
lowing  legend  items  should  be  used: 

a.  Loans  being  serviced. 

b.  Requests  made  to  SBA  for  repurchase 
(Specify  date) . 

c.  Loan  repurcha.sed  (Specify  date) . 

d.  Other  action  (Specify). 

11.  Value  of  Collateral — The  estimated 
value  of  collateral  for  delinquent  loans 
should  be  specified. 
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O.  Schedule  of  Assets  Acquired  in  Liquida¬ 
tion  of  Loans  {Schedule  4). — ^Thls  schedule 
includes  the  SBLC's  Interest  In  assets  ac¬ 
quired  In  liquidation  of  loans  as  of  the  state¬ 
ment  date  and  the  related  activity  during 
the  accounting  period. 

The  assets  should  be  grouped  according  to 
the  following  three  categories: 

1.  Certificates  of  Interest — which  result 
when  SBA  liquidates  the  assets  in  an  effort 
to  collect  on  the  loan.  SBA  will  issue  the 


SBLC  a  Certificate  of  Interest  for  its  share 
of  the  loan. 

2.  Amounts  Due  From  Debtors  on  Sale  of 
Assets  Acquired — which  result  when  the 
SBLC  takes  a  cote  as  consideration  In  whole 
or  In  part  for  the  sale  of  an  asset  which  it 
acquired  In  liquidation  of  a  loan. 

3.  Other  Assets  Acquired — represents  all 
other  assets  acquired.  Each  asset  should  he 
identified  in  Column  1  by  the  former  debtor 
or  small  business  concern.  The  assets  held 


should  be  described  in  Column  2.  The  balance 
at  the  beginning  of  the  reporting  period,  ad¬ 
ditions  and  deductions  during  the  period, 
and  balance  at  the  close  of  the  period  should 
be  shown  in  Columns  3.  4,  5,  and  6  respec¬ 
tively.  The  allowance  for  losses  established 
for  the  reporting  company’s  portion  of  the 
assets  held  on  a  specific  Identification  basis 
should  be  shown  In  Column  7.  Current  mar¬ 
ket  value  or  fair  value  as  determined  by  the 
board  of  directors  at  the  close  of  the  period 
shall  be  shown  in  Column  8. 
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I.  Schedule  of  CommitmenU  and  Un¬ 
funded  Loans  to  SBCs  (Schedule  S). — ^Thls 
schedule  should  Include  both  unfunded  loan 
authorizations  and  commitments  the  SBIXl 
has  Issued  that  are  subject  to  SBA  approval. 
When  more  than  one  SBA  District  OfBce  has 
the  responsibility  to  perform  according  to 
the  terms  and  ccmdltlons  of  the  agreement, 
the  loans  should  be  grouped  on  separate 


schedules  by  District  Olllces.  Accordingly,  the 
District  OlBce  should  be  Identified  In  the 
upper  left  crnner  of  the  schedule. 

The  schedule  shordd  contain  the  follow-. 
Ing  ccdumns; 

1.  Borrower — Show  alphabetically  the 
name  of  the  small  business  concern  and  ad¬ 
dress  by  city  and  state. 


2.  Date — Show  the  date  of  the  authorisa¬ 
tion.  - 

3.  Amount  of  Loan — Show  the  balance  of 
unfunded  losm  authorizations. 

4.  Date — Show  the  date  oi  loan  commit¬ 
ments. 

5.  Amount  of  Commitment — Show  the 
amount  at  the  outstanding  commitment. 


Name  of  SBLC:  _ 

Schedule  of  Cosmitsients  to  SBCs 
As  of 


SCHEDULE  6 


Unfunded  Loans 


Conmltnents 


Aaount 


(5) 
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J.  Schedule  of  Delinquencies  Aged  (Sched¬ 
ule  7). — ^Thls  schedule  includes  all  delin¬ 
quent  loans  of  those  being  serviced  by  the 
SBLC  as  of  the  balance  sheet  date  that  have 
not  been  repurchased  by  SBA.  When  more 
than  one  SBA  District  Office  has  the  respon¬ 
sibility  to  perform  according  to  the  terms  and 
conditions  of  the  agreement,  the  loans  should 
be  grouped  on  a  separate  schedule  by  the 
District  Office.  The  District  Office  should  be 
Identified  In  the  upper  left  corner  of  the 
schedule. 


PROPOSED  RULES 

The  schedule  should  contain  the  following 
columns : 

1.  Borrower — ^Delinquent  loans  are  to  be 
grouped  by  borrowers  alphabetically. 

2.  Loan  Balance — Show  the  balance  of  the 
loan  being  serviced  at  the  balance  sheet  date. 

3.  Amount  Past  Due — This  amount  will  in¬ 
clude  both  principal  and  Interest  past  due 
and  will  be  subdivided  as  to  length  of  time 
delinquent  as  follows: 

a.  0-30  days — list  amounts  that  are  ptist 
due  by  30  days  or  less. 


b.  31-60  days — list  loans  where  payments 
are  no  less  than  31  days  nor  more  than  60 
days  past  due. 

c.  61-90  days — ^llst  loans  where  payments 
are  no  less  than  61  days  or  more  than  90  days 
past  due. 

d.  91-120  days — list  loans  where  payments 
are  over  90  days  past  due. 

e.  over  120  days — list  loans  where  payments 
are  over  120  days  past  due. 

f.  Total  amount  past  due — show  the  total 
of  amounts  past  due  for  both  principal  and 
Interest.  This  amount  should  be  the  total  of 
columns  ar-e. 
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L.  Schedule  of  Cash  and  Invested  Idle 
Funds  {Schedule  9). — Cash  will  be  reported 
on  Schedule  9(a)  and  Invested  Idle  Funds 
,  will  be  reported  on  Schedule  9(b) . 

Schedule  9{a)—Cash. — Show  cash  on  band 
and  in  general  funds  demand  deposits;  funds 
in  imprest  bank  accounts.  Demand  deposits 
are  balances  subject  to  withdrawal  without 
notice  and  shall  be  in  commercial  banks 
which  are  members  of  the  Federal  Deposit 
Insurance  Corporation.  Cash  items  In  process 
of  collection  represent  those  cash  items 
which  have  been  placed  with  banks  for  col¬ 
lection.  Petty  cash  shall  represent  the  full 
amount  of  the  petty  cash  imprest  fxind.  The 
amount  shown  on  line  7  should  be  the  same 
amount  reported  on  line  1  of  the  Balance 
Sheet. 


Schedule  9(b) — Invested  Idle  Funds. — 
Show  in  Schedule  9(b)(1)  securities  owned 
which  have  been  issued  or  guaranteed  by  the 
UB.  Government,  showing  the  name  of  the 
issurer  and  the  title  of  each  issue.  Other 
required  data,  such  as  interest  rate,  call  date, 
maturity  date,  and  principal  amount  at  par 
of  bonds  and  notes,  may  be  obtained  by  In¬ 
spection  of  the  securities  or  from  records 
of  securities  pledged.  The  cost  of  the  secu¬ 
rities  shall  be  shown  in  column  (6)  and  the 
current  market  value  thereof  in  column  (7) . 

Show  in  Schedule  9(b)(2)  fimds  invested 
in  insured  savings  accounts  and  funds  on 
time  deposit  evidenced  by  time  certificates 
at  deposit.  Savings  accounts  shall  be  with 
institutions  the  accounts  of  which  are  In¬ 
sured  by  the  Federal  Savings  and  Loan  In¬ 
surance  Corporation.  Time  deposits  shall  In¬ 
clude  all  time  certificates  of  deposit  held  by 


the  cc»npany  In  commercial  banka  which  are 
members  of  the  Federal  Deposit  Insurance 
Corporation. 

The  amount  shown  in  Schedule  9(b)(2) 
line  19  represents  invested  idle  funds  and 
should  be  the  same  amount  as  shown  on 
line  2  of  the  Balance  Sheet. 

The  amounts  contained  in  this  schedule 
can  be  obtained  from  the  accounts  as  fol¬ 
lows; 

In  Schedule  9(a),  Item  1  la  based  on  ac¬ 
counts  100  through  108.  Item  2  Is  based  on 
accounts  110  through  112,  Item  3  is  baaed  on 
account  118,  and  Item  4  is  based  on  account 
120. 

Schedule  9(b)(2),  columns  1  and  3  are 
baaed  on  accounts  131  through  134.  and  col¬ 
umns  2  and  4  are  based  on  accounts  13S 
dirough  137. 
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M.  Schedule  of  Liquidity  Reaerve  (Sched¬ 
ule  10). — This  B^edule  Is  designed  to  com¬ 
pute  the  minimum  liquidity  reserve  required 
by  Section  ia0.5(b)  (6)  of  the  SBA  Begula- 
tkms.  The  schedule  format  Is  as  follows: 


SCHEDOU  10  ' 


Name  of  SBLC: 


Analysis  of  Liquidity  Reserve 
As  of 


.  19 


‘1.  Cash  and^Invested  Idle  Funds . . . .  $ 

4^  -fc- 


Reserve  Requirements 

2.  ikmthly  paywcnts  on  Guaranteed  portions  ... 

9.  lOZ  of  monthly  payments  (line  2'above)  . . .  ^ 

4.  Undlsbursed  Loan  Authorizations  . . .  $ 

5.  Less:  Firm  Cotranlbccnts  receivable 

for  funding  loans . .  $ 


6.  Balance  . . . . . . . 

7.  Refundable  Unearned  Discounts . .  ^ 

8.  lOZ  of  Refundable  Discounts  (line  7  above)  ..., 

9.  Total  Reserve  Required  (lines  3.  6.  and  8)  ... 


10.  Excess  (deficient)  Invested  Idle  Funds  (lines  1  less  9) 


List  Undisbursed  Loan  Authorisations: 
Borrower 


Amount 


SbA  Fens  1038.  Part  II  (9/75) 


FBDBAL  RfOSra.  VOL  40,  NO.  23«— WEONiSOAT,  DKIMBII  10,  1979 


57626 

N.  Schedule  of  Capital  Stock  of  SBLC 
(Schedule  11). — Furnish  In  this  schedule  a 
complete  description  of  the  company's  capi¬ 
tal  stock  authorized,  capital  stock  Issued  and 
outstanding,  data  relating  to  special  trans¬ 
actions  Involving  capital  stock. 

In  column  (1)  describe  the  type  and  class 
of  each  Issue,  such  as  common — $5  par,  pre¬ 
ferred  (7  percent  Series  of  1975) ,  etc.  The  par 
value  or,  for  no-par  stock,  the  stated  value 
shall  also  be  reported  In  column  (1).  The 
number  of  shares  authorized,  whether  Is¬ 
sued  or  not,  shall  be  reported  In  column  (2) . 

The  number  of  shares  and  amount,  at  par 
or  stated  value,  of  stock  Issued  and  not  re¬ 
tired  or  cancelled  shall  be  reported  In  col¬ 
umns  (3)  and  (4).  The  total  of  column  (4) 
shall  agree  with  item  36  of  the  Balance  Sheet. 
The  number  of  shares  held  as  treasury  stock 
shall  be  shown  In  column  (5).  Column  (6) 
will  represent  the  difference  between  column 
(3)  and  column  (5) . 

Column  (7)  shall  be  the  amount  at  par  or 
stated  value  representing  the  number  of 
shares  outstanding  as  shown  In  column  (6) . 


PROPOSED  RULES 

The  total  of  column  (8)  shall  represent  the 
amount  of  capital  stock  subscribed  at  the 
subscription  price.  In  column  (9)  shall  be 
reported  the  amount  of  subscription  receiv¬ 
able.  Column  (10)  shall  show  the  number  of 
shares  (other  than  those  under  option)  re¬ 
served  for  purchase  by  officers  and  employees, 
and  column  (11)  shall  show  the  number  of 
shares  reserved  to  cover  options  and  other 
rights). 

The  Information  reported  In  this  schedule 
Is  based  on  accounts  4(X)  through  419. 

O.  Scheduled  Options  on  SBLC’s  Capital 
Stock  (Schedule  12). — ^Furnished  in  this 
schedule  full  information  concerning  out¬ 
standing  capital  stock  options  which  have 
been  granted  by  the  company.  Such  Informa¬ 
tion  should  be  recorded  In  Memorandum  Ac¬ 
count  OCS-1. 

The  holder  of  each  option  shall  be  identi¬ 
fied  In  column  (1).  The  number  of  shares 
optioned  shall  be  shown  In  column  (2).  In 
column  (3)  shall  be  described  the  type  and 
class  of  stock  called  for  by  the  option,  such 


X 


as  common  $5  par,  preferred  (7  percent  Se¬ 
ries  of  1975) ,  etc. 

Column  (4)  shall  show  the  grant  and  ex¬ 
piration  dates  of  each  option  and  column 
(5)  shall  set  forth  the  price  or  prices  at 
which  each  option  Is  exercisable,  together 
with  the  period  during  which  each  price 
applies. 

Column  (6)  shall  show  the  fair  market 
value,  per  share,  of  stock  called  for  by  each 
option,  at  the  date  the  option  was  granted. 
TTie  price  at  which  the  option  Is  exercisable 
as  a  percentage  of  fair  market  value,  per 
share,  of  the  optioned  stock  at  the  date  of 
granting  shall  be  shown  in  column  (7).  (Col¬ 
umn  (8)  shall  set  forth  the  provisions  made 
with  respect  to  each  option  In  the  event  of 
the  optionee’s  death  or  retirement,  or  other 
circumstances. 

The  fair  market  value,  per  share,  of  stock 
called  for  at  the  date  the  option  was  granted. 
If  not  ascertainable  on  the  basis  of  actual 
market,  shall  be  as  determined  by  the  board 
of  directors  in  good  faith. 
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Appendix  C — System  or  Account 
Classification  for  SBLCs 
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I.  introduction 

A.  Statement  of  Policy. — Subsection  (b) 
Lenders,  less  technically  called  Small  Busi¬ 
ness  Lending  Companies  (SBLCs),  are  to 
maintain  their  books  of  account  In  accord¬ 
ance  with  the  system  of  account  classifica¬ 
tion  and  accounting  policies  herein  pre¬ 
scribed.  Accounting  principles  and  prMtlces 
set  forth  herein  are  in  accordance  wlthi  gen¬ 
erally  accepted  accounting  principles  as  set 
forth  by  the  American  Institute  of  Certified 
Public  Accountants. 

Nothing  contained  In  this  system  of  ac¬ 
count  classification  can,  or  Is  intended  to, 
authorize  or  approve  any  operation  or  action 
by  an  SBLC,  or  any  other  action,  not  au¬ 
thorized  or  approved  by  the  Small  Business 
Act,  as  amended,  or  the  Rules  and  Regula¬ 
tions  promulgated  thereunder. 

This  system  of  Account  Classification  was 
prepared  by  SBA.  Any  inquiries  or  conunents 
relating  to  the  system  should  be  directed 
to  the  Chief  Accountant,  Finance  and  In¬ 
vestment,  Small  Business  Administration, 
1441  L  Street,  N.W.,  Washington,  D.C.  20416. 

B.  Purpose  of  the  System. — This  system 
has  been  prescribed  to  Insure  that  standard 
books  of  account  are  maintained  by  SBLCs 
and  that  uniform  accounting  policies  are 
followed.  By  design,  the  system  is  basic  and 
may  be  expanded  if  necessary. 

C.  Maintenance  and  Retention  of  Rec¬ 
ords. — The  SBLCs  books  and  records  shall 
be  maintained  at  Its  principal  place  of  busi¬ 
ness.  Books  and  records  shall  Include  Its 
books  or  account,  and  other  records,  and 
memoranda  which  support  the  entries  In  its 
books  of  account.  These  supporting  records 
shall  be  maintained  in  such  manner  as  to 
permit  Information  to  be  readily  available 
on  any  item  Included  in  any  account.  The 
books  and  records  referred  to  herein  Include 
not  only  accounting  records  In  a  limited 
technical  sense,  but  other  records,  such  as 
minute  books,  capital  stock  recinds,  reports, 
correspondence,  and  memoranda  which  may 
be  useful  in  developing  the  history  of  facts 
regarding  any  transaction. 

Section  120.5(b)(7)  of  SBA  Rules  and 
Regulations  specifies  the  time  periods  for 
which  records  are  to  be  maintained. 


n.  ACCOUNTING  POLICIES  A  PRACTICES 

As  a  general  rule,  accounting  policies  fol¬ 
lowed  by  SBLCs  are  those  promulgated  by 
the  American  Institute  of  CPA’s  as  generally 
accepted  accounting  principles  and  practices. 
Certain  of  these  principles  and  practices  are 
prescribed  In  the  AlCPA's  Audit  Guide  for 
Finance  Companies. 

Certain  accounting  policies  SBLCs  are  to 
follow  are  summarized  below.  The  summary 
Is  intended  to  highlight  the  more  significant 
policies  and  practices  rather  than  being  an 
all  Inclusive  statement. 

A.  Basis  of  Accounting. — Books  of  account 
shall  be  malntidned  on  an  accrual  basis  and, 
at  the  end  of  each  month,  transactions  shall 
be  posted  to  the  general  ledger.  Entering  In 
the  records  and  posting  to  the  general  ledger 
of  accruals  applicable  to  each  month  Is  op¬ 
tional  but  all  accruals  are  to  be  entered  In 
the  records  and  posted  as  the  end  at  the 
fiscal  year,  and  as  of  such  other  dates  as 
mark  the  close  of  periods  to  be  covered  by 
Interim  or  special  financial  reports  required 
to  be  furnished  to  SBA  Including  the  exami¬ 
nation  by  SBA  Examiners. 

B.  Reserve  for  Losses. — The  basis  of  ac¬ 
counting  for  receivables  and  loans  Is  cost 
with  a  reserve  for  loss.  Receivables  in  this 
broad  sense  include : 

Notes  and  accounts  receivable. 

Accrued  Interest  receivable. 

Assets  acquired  In  liquidation  of  loans. 

“Cost”  Is  usually  the  carrying  value  of  the 
receivable.  In  tbe  case  of  loans.  It  Is  the  face 
of  the  note  In  which  Interest  is  not  mcluded. 

Adequate  provision  for  loss  Is  essential. 
Fair  presentation  of  the  financial  position  of 
the  SBLC,  In  conformity  with  generally  ac¬ 
cepted  accounting  princ^les,  requires  related 
allowance  for  losses  to  be  sufficient  to  cover 
the  estimated  losses  even  though  specific 
uncollectible  accounts  cannot  be  Identified, 
provisions  necessary  to  record  allowance 
needed  to  cover  losses  not  originally  antici¬ 
pated  must  be  treated  as  ordinary  charges 
to  operations  for  the  period  In  which  the  loss 
becomes  evident. 

C.  Tax  Allocation  Policy. — ^Tax  allocation 
policies  as  set  forth  In  Accounting  Principles 
Board  Opinion  No.  -11.  Accounting  for  In¬ 
come  Taxes,  effective  December  31.  1967,  will 
be  followed  by  SBLCs  in  accounting  for 
Income  taxes. 

In  those  Instances  where  the  SBLC  files 
consolidated  tax  returns  with  a  parent  com¬ 
pany,  it  is  expected  that  the  SBLC  will  con¬ 
tribute  Its  proportionate  share  of  taxes  due 
on  taxable  net  Income.  Also,  when  the  SBLC 
experiences  a  tax  loss,  the  SBLC  will  estab¬ 
lish  a  deferred  credit  to  future  taxes  and  a 
receivable  due  from  the  parent. 

A  difference  between  accounting  Income 
and  taxable  Income  may  exist  which  would 
be  accounted  for  according  to  APB  Opinion 
No.  11. 

D.  Accrual  of  Interest  Income. — ^Interest 
Income  will  be  accrued  according  to  terms 
of  loans.  Interest  mcome  will  not  be  accrued 
If  the  ability  of  the  small  business  concern 
to  pay  such  accrued  Interest  Is  doubtful.  In¬ 
dicators  of  imcoUectlble  accrued  Interest  are 
Instances  in  which  the  SBC  Is  in  bankruptcy, 
or  on  the  verge  thereof,  or  otherwise  consid¬ 
ered  to  be  Insolvent.  Other  Indicators  are 
when  principal  and/or  Interest  payments  are 
In  default  more  than  six  months  or  when  the 
board  of  directors  values  the  security  below 
cost  and  considers  collection  to  be  doubtful. 

E.  Financing  Fees. — ^Fees,  as  general  rule, 
are  considered  earned  at  the  time  of  financ¬ 
ing  since  they  are  for  services  rendered  In 
connection  with  the  financing.  To  the  extent 
fees  are  for  sMwices  to  be  rendered  In  the 
future,  such  amount  will  be  considered  un¬ 


earned  imtU  the  services  are  performed,  at 
which  time  such  fees  will  be  considered 
earned. 

F.  Realization  of  Gain  (Loss)  on  Sale  of 
Assets. — ^In  accordance  with  the  accrual  basis 
of  accounting,  gain  or  loss  on  sale  of  securi¬ 
ties  or  other  assets  of  an  SBLC  will  be  real¬ 
ized  at  the  point  of  sale.  This  practice  as¬ 
sumes  that  the  collectibility  of  the  gain  Is 
reasonably  assured  and  that  the  earnings 
process  is  complete,  l.e.,  the  SBLC  is  not  obli¬ 
gated  to  perform  significant  activities  after 
tbe  sale  In  order  to  earn  the  gain. 

Any  transactions  with  recourse  upon  the 
SBLC  or  Involving  any  understanding,  agree¬ 
ment,  option,  privilege,  or  other  rights  to  re¬ 
purchase  by  and/or  resell  to  the  SBLC  may 
not  be  considered  as  a  final  transaction.  Any 
reacquisltlon  of  tbe  assets  by  tbe  SBLC.  re¬ 
sulting  from  prior  agreements  or  rights,  shall 
be  construed  as  a  nullification  of  the  original 
sale  transaction.  The  only  exception  to  this 
rule  Is  the  sale  of  the  quaranteed  portlcm  of 
loans  to  a  third  party  with  recourse  upon  the 
SBLC  for  default. 

Any  gain  that  does  not  qualify  as  realized 
gain  In  accordance  with  the  foregoing  shall 
be  deferred  pending  such  realization. 

It  is  noted  that  cost  of  securities  or  other 
assets  sold  is  usually  the  carrying  value  on 
the  SBLC’s  books. 

G.  Premiums  or  Discounts  on  Loans  Sold. — 
Generally,  premiums  or  discounts  will  be 
treated  as  gain  at  loss  on  sale  of  guaranteed 
portion  of  loans  as  explained  in  Section  n- 
F  of  this  Appendix.  In  those  cases  where  part 
of  the  premium  or  dlscoimt  Is  refundable, 
the  premium  or  discount  will  be  amortized 
over  the  stated  life  of  the  loan  and  not  re¬ 
corded  as  a  gain  or  loss  when  the  loan  is  sold. 

H.  Accounting  for  Nonmonetary  Transac¬ 
tions. — ^Nonmonetary  transacttons  Involve 
both  reciprocal  and  nonreciprocal  transfers 
of  assets  or  liabilities  not  Involving  cash 
between  the  SBLC  and  another  entity  or  per¬ 
son,  or  betareen  the  SBLC  and  Its  stockhold¬ 
ers.  Accounting  Principles  Board  Opinion  No. 
29,  Issued  by  the  AlCPA  and  effective  October 
1,  1973,  should  be  fcfilowed  by  SBLCs  to  the 
extent  applicable  when  accounting  for  non¬ 
monetary  transactions. 

Nonmonetary  exchanges  with  portfcdlo 
concerns  or  others  whereby  the  SBLC  trans¬ 
fers  certain  securl*:les  or  assets  for  other  se¬ 
curities  or  assets  will  not  be  considered 
transactions  where  gain  (loss)  Is  realized 
whether  such  transactions  are  taxable  or 
nontaxable  exchanges.  Tbe  accounting  basis 
for  assets  received  wUl  be  the  same  basis  as 
for  assets  transferred. 

Dividends  In  kind  are  nonreelproeal  trans¬ 
fers  of  nonmonetary  assets  to  owners  and 
should  be  accoimted  for  at  fair  value  If  such 
fair  value  is  objectively  measurable  and 
would  be  clearly  realizable  to  the  SBLC  in  an 
outright  sale  at  or  near  the  time  of  distribu¬ 
tion.  Otherwise,  the  transfer  should  be  ac- 
coxmted  for  at  cost  without  realizing  a  gain 
(loss). 

ni.  CHART  or  ACCOUNTS 

A.  Account  Numbering  System. — ^Ttils  sys¬ 
tem  provides  for  two-digit  number  designa¬ 
tions  for  major  categories  under  which  ac¬ 
counts  are  listed,  and  three-digit  number 
designations  for  Individual  general  ledger 
accounts.  The  first  two  digits  of  an  individ¬ 
ual  account  number  refer  to  the  major  cate¬ 
gory  under  which  the  account  is  classified 
and  the  third  digit  Identifies  the  specific  ac¬ 
count.  Digits  from  zero  through  nine  are 
used  to  identify  specific  accounts.  For  ex¬ 
ample,  the  first  deposit  bank  account  estab¬ 
lished  will  be  designated  “100”  and  second 
“101.”  It  will  be  noted  that  some  categories 
encompass  individual  accounts  in  sufficient 
number  to  require  assignment  of  more  than 
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one  two-<llglt  number  to  IdentiXy  the  cate¬ 
gory.  For  example,  “Cash  on  Hand  and  in 
Banks”  has  been  assigned  category  numbers 
“10.”  “11,”  and  “12.” 

B.  Additional  Accounts. — SBLCs  may  in¬ 
corporate  such  additional  accoimts  into  their 
accounting  system  as  are  considered  neces¬ 
sary. 

Any  account  may  be  subdivided,  provided 
that  such  subaccounts  do  not  Impair  the  in¬ 
tegrity  ot  the  accounts  set  forth  in  the  pre¬ 
scribed  system.  Subaccounts  shall  refer  by 
number  and  title  to  the  accounts  to  which 
they  apply.  Use  of  a  decimal  system  is  re¬ 
quired  for  extending  the  account  numbers 
to  identify  such  subaccounts.  < 

C.  Primary  Classification  of  Accounts. — The 
primary  classification  of  accounts  is  as  fol¬ 
lows; 

GBNXaAL  LEDCXa 

Account  numbers  Description 

100  to  298 _  Asset  and  valuation  ac¬ 

counts. 

300  to  390 _  Liability  accounts. 

400  to  499 _  Capital  accoimts. 

500  to  599 _  Income  accounts. 

600  to  690 _  Expense  accounts. 

ICKMCnANDUM  XXCOBDS 

CIj-16  to  CL-16 _  Contingent  liabilities. 

CS-1  to  CS-3 _  Capital  stock  author¬ 

ised,  unissued,  and 
optioned. 

AL-1 -  Actual  (realized)  losses. 

D.  Detailed  Chart  of  Accounts. — ^The  de¬ 
tailed  chart  of  accounts  is  organized  accord¬ 
ing  to  the  primary  classification  of  accovmts 
and  Identifies  the  account  number  and  title 
of  each  accoimt.  The  page  where  a  descrip¬ 
tion  of  the  account  can  be  found  is  indi¬ 
cated  at  the  right  of  the  account  title. 

Asset  and  Valuation  Accounts 

10-12 — Cash  on  Hand  and  in  Banka: 

100-108 — ^Deposits  in _ bank. 

110-120 — ^Deposits  in  imprest  account  in 
_  bank. 

118 — Cash  items  in  process  of  collection. 

120 — Petty  cash  fund. 

13 —  ^Invested  Idle  Funds: 

130 —  ^n.S.  Oovemment  obligations,  direct 
and  fully  gtiaranteed. 

131 —  ^Insured  savings  accounts. 

138-137 — Time  and  certificates  of  deposit 
in _ bank. 

14— Receivable8: 

140 —  ^Notes  receivable. 

141 —  Accounts  receivable. 

142 —  Allowance  for  vmcollectible  notes  and 
accoimts  receivable. 

143 —  Accrued  interest  receivable. 

144 —  Allowance  for  uncollectible  Interest 
receivable. 

15—  Loans  to  Small  Business  Concerns: 

150 —  ^Loana. 

151 —  ^Allowance  for  leases  or  loans. 

153 — Unearned  fees  and  other  charges  on 
loans. 

16 —  Assets  Acquired  in  Liquidation  of  Loans; 

160 —  Receivables  Due  from  Debtors  on  Sale 
of  Assets  Acquired. 

161 —  ^Allowance  for  losses. 

162 —  ^Assets  Acquired  in  Liquidation  of 
Loans. 

163 —  Allowance  for  Losses. 

20 —  ^Furniture  and  Eqidpment: 

200 —  ^Furniture  and  equipment. 

201 —  Accumulated  depreciation  on  furni¬ 
ture  and  equipment. 

21 —  Corporate  Premises  Owned : 

210 —  Corporate  premises  owned. 

211 —  Accum\ilated  depreciation  on  cor¬ 
porate  premises  owned. 

212 —  ^Leasehold  improvements. 

22 —  Prepaid  Expenses  and  Deferred  Charges: 

220 —  Prepaid  expenses. 

221 —  ^Deferred  charges. 


23 — Other  Assets : 

235 —  Amounts  due  from  directors,  officers, 
and  employees. 

236 —  Organization  costs. 

237 —  Funds  in  escrow. 

239 — Other  assets. 

Liabiutt  Accounts 

31 —  Accounts  and  Notes  Payable: 

310 — Accounts  and  notes  payable. 

32 —  Accrued  Expenses  and  Other  Current 
Liabilities: 

320 —  Accrued  Interest  payable. 

321 —  Accrued  taxes. 

324 — Estimated  income  taxes  accrued. 

328 — Ot^er  current  liabilities. 

33 —  Dividends  Payable 

330-334 — ^Dividends  payable  on  (type  and 
class)  capital  stock. 

34 —  Long-Term  Debt; 

340 —  ^Notes  payable. 

341 —  ^Mortgages  payable  on  assets  acquired 
in  Liquidation  of  loans. 

342 — Other  Long-Term  Debt. 

35 —  ^Trtist  Receipts: 

350 — Employee  taxes  withheld. 

354 — ^Unapplied  receipts. 

358 — ^Miscellaneous  trust  receipts. 

36 —  Deferred  Credit: 

360 — Deferred  credit  to  future  taxes. 

363 — Other  deferred  credits. 

37—  Other  LUbilitiss : 

370 — Other  liabilities. 

CanrAL  Accounts 

40-41— Capital  Stock: 

400-404 — (Type  and  class)  ciq>ital  stock 
Isstied  and  understanding. 

405-400 — (Type  and  class)  capital  stock 
subecrll^. 

410-414 — Capital  stock  subscriptions  re¬ 
ceivable  (type  and  class) . 

415-410 — ^Treasury  stock  (type  and  class). 
42 — Paid-in  Surplus: 

420 — ^Pald  in  surplvis. 

45 —  ^Retained  Earnings: 

450 — Retained  earnings. 

46 —  Profit  and  Loes  Clearing: 

460 — Profit  and  loes  summary. 

462 — ^Realised  gain  and  loss  summary. 

Income  Accoxtnts 

50 —  ^Interest  Inc(»ne : 

500 —  Interest  on  loans. 

501 —  Interest  on  assets  acquired. 

502 —  Interest  on  invested  idle  funds. 

503 —  ^Interest  income— other. 

51 —  Application  A  Processing  Income: 

510 —  Application  preparation  and  process¬ 
ing  fees. 

511 —  ^Appraisal  and  investigation  fees. 

512 —  Commitment  fees. 

513 —  Other  loan  fees. 

52 —  ^Loan  Servicing  Income : 

520 — Loan  servicing  Income. 

53 —  Consulting  and  Related  Services  Fees: 

530 — Consulting  and  related  services  fees. 

54 —  Oain  on  Sale  of  Loans  and  Other  Assets: 

540 —  Oain  on  loans. 

541 —  Gain  on  U.8.  Oovemment  obligations. 

542 —  Oain  on  Assets  acquired  in  liquida¬ 
tion  of  loans.  , 

543 —  Oain  on  other  assets. 

55 —  Other  Income: 

550 —  ^Income  from  assets  acquired  in  liqui¬ 
dation  of  loims. 

551 —  Other  income. 

Expense  Accounts 

60 —  Interest  Expense: 

600 — ^Interest  expense. 

61- 64 — Operating  Expenses. 

61 — Renumeration : 

610 —  Salary  expense. 

611 —  Employee  benefits  expense. 

612 —  Consultant  services. 


62—  Initiating  and  Servicing  Costs: 

Q20 _ Advertising  and  promotional  costs. 

621 —  Appraisal  and  investigation  coeU. 

622 —  Ouarantee  fees. 

623 —  Commvmlcations. 

624—  Travel  expense. 

625 —  Legal  Services. 

63 —  Provision  for  Probable  Losses: 

630 —  ^Provision  for  loss  on  receivables. 

631 —  Provision  for  loss  on  loans. 

632 —  Provlsloh  for  loss  on  assets  acquired 
in  liquidation  of  loans. 

64 —  Other  Costs: 

640 —  Cost  of  space  occupied. 

641 —  Depreciation  of  corporate  premises 
owned. 

642 —  Depreciation  of  furniture  and  equip¬ 
ment. 

643 —  Amortization  of  leasehold  improve¬ 
ments. 

644 —  ^Audlt  and  examination  costs. 

645 —  ^Insurance  expense. 

646—  Directors’  and  stockholders'  meeting 
*“  costs. 

647 —  ^Taxes,  excluding  income  taxes. 

648—  Amortization  of  organization  ex¬ 
penses. 

649 —  Mi«icellaneous  operating  expenses. 

65 —  ^Loss  on  Securities  and  Other  Assets: 

650 —  ^Loss  on  UB.  Qovenuneivt  obligations. 

651 —  ^Loss  on  loans. 

662 — ^Lo«  on  assets  acquired  in  liquidation 
of  loans. 

653 — Loss  on  other  assets. 

66 —  Miscellaneous  Expenses : 

660 —  ^Exnense  on  assets  acquired  in  liqui¬ 
dation  of  loans. 

661 —  Other  expenses. 

67 —  ^Income  Taxes: 

670 — ^Income  taxes — net  income. 

contingent  UABXLrriES 

CL-16 — Commitments  outstanding. 

CL-16— Other  contingent  liabilities. 

CAFTTAL  STOCK  AUTHOEIZED,  UNISSUXD.  AND 
OPTIOMAL 

CS-1 — Caoltal  stock  authorized.  - 

CS-2 — ^Unissued  ciq>ital  stock. 

CS-3 — Options  on  company's  stock. 

ACTUAL  LOSS  EXPEEIEMCE 

AL-1 — Actual  (realized)  losses. 

IV — ^DascBXPnoN  of  Accounts 
\ 

ASSET  AMD  VALUATKMT  ACCOUNTS 

100-106 — Deposits  in - 

bank. 


These  accounts  will  represent  funds  on  de¬ 
mand  deposit. 

110-112 — Deposits  in  imprest  accoimt  in 


These  accounts  will  represent  funds  on 
demand  deposit  in  inquest  bank  accounts  to 
be  drawn  upon  tat  the  payment  of  operating 
expenses  and  to  be  rein^ursed  periodically 
through  deposit  therein  of  a  check  requiring 
dual  signatures  and  drawn  on  the  company’s 
general  funds  bank  account. 

118 — Cash  items  in  process  of  collection. 

This  account  will  represent  the  amount  of 
cash  items  placed  with  banks  oe  other  orga¬ 
nizations  for  collection. 

120 — Petty  cash  fund. 

This  account  will  represent  the  Imprest 
petty  cash  fund  maintained  tot  the  purpose 
of  making  small  disbursements. 

The  petty  cash  fund  may  be  reimbursed 
and  expenditures  recewded  as  often  as  cir¬ 
cumstances  require,  but  must  be  reimbursed 
at  the  close  of  the  company's  fiscal  year. 
Checks  to  replenish  the  fund  will  be  drawn 
aa  a  general  fund  bank  account  and  include 
“petty  cash”  as  a  pavee.  Debits  totaling  the 
amount  of  this  replenishment  should  be 
coade  concurrently  to  the  appropriate  ac¬ 
counts. 
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130 —  United  States  Government  Obliga¬ 
tions,  Direct  and  Fully  Guaranteed. 

This  account  will  represent  the  cost  of 
temporary  investments  made  from  general 
cash  funds  in  direct  obligations  of  the  United 
States  Government  and  obligations  guaran¬ 
teed  as  to  principal  and  Interest  by  the 
United  States  Government.  When  United 
States  Government  Savings  Bonds  redeem¬ 
able  at  par  value  on  maturity  are  purchased 
at  less  than  face  value,  the  Increase  in  re¬ 
demption  value  may  be  periodically  charged 
to  this  account  with  concxirrent  credit  to 
account  No.  502 — Interest  on  Invested  Idle 
Funds. 

Increase  In  value  over  cost  of  United  States 
Treasury  bills,  which  are  Issued  at  a  discount 
and  are  noninterest  bearing,  will  not  be  re¬ 
flected  in  this  account  but  will  be  debited 
to  account  No.  143 — Accrued  Interest  Re¬ 
ceivable,  with  concurrent  credit  to  account 
No.  502 — Interest  on  Invested  Idle  Funds. 

131 —  Insured  savings  accounts. 

This  account  will  Include  the  balances  in 
subaccounts  Nos.  131.1, 131J1,  etc. 

131.1 — ^Insured  savings  in _ 


This  account  will  represent  funds  Invested 
in  an  insured  savings  account  (UP  to  the 
amount  of  the  insurance)  in  an  Institution 
the  accounts  of  which  are  Insured  by  the 
Federal  Savings  and  Loan  Insurance  Cor¬ 
poration. 

135-137 — ^Tlme  certificates  of  deposit  in 
-  bank. 

These  accounts  will  represent  funds  in 
time  certificates  of  deposit,  maturing  not 
later  than  one  year  after  issuance,  in  banks 
that  are  members  of  the  Federal  Deposit 
Insurance  Corporation. 

140 — Notes  receivable. 

This  account  will  represent  the  unpaid 
balance  of  miscellaneous  notes  receivable, 
such  as  notes  for  management  constilting 
services.  Notes  representing  amounts  due 
from  debtors  on  ^e  of  assets  acquired  in 
liquidation  of  loans  will  be  reflected  in  ac¬ 
count  No.  160. 

Recording  as  Income  of  amounts  entered 
in  this  account  should  be  discontinued  with 
respect  to  any  small  business  concern  which 
is  in  bankruptcy,  or  on  the  verge  thereof, 
or  otherwise  considered  to  be  Insolvent.  The 
amounts  in  question  should  be  credited  as 
deferred  Income  in  account  No.  363 — Other 
Deferred  Credits,  pending  determination  of 
the  appropriate  accoimting.  In  less  serious 
situations,  when  the  debtor  small  business 
concern  Is  in  default  more  than  six  months 
to  the  SBLC,  or  the  fair  value  of  its  debt 
Instruments  held  by  the  company,  as  deter¬ 
mined  by  the  board  of  directors.  Is  less  thnn 
colt,  or  recovery  thereon  is  doubtful,  an 
addition  to  the  allotUance  for  uncollectable 
notes  and  accounts  feceivable  should  be  made 
In  an  amount  equivalent  to  the  receivable 
entered  in  this  account. 

(See  account  No.  142).  - 

141 — Accounts  receivable. 

This  account  will  represent  the  amount 
due  on  open  account  for  management  con¬ 
sulting.  accounting,  insurance,  and  mis¬ 
cellaneous  services  rendered;  application 
preparation  and  processing  fees,  and  miscel¬ 
laneous  current  receivables. 

The  account  also  will  Include  the  amount 
of  accrued  compensation  receivable  for  loan 
servicing  performed  for  others  and  the 
amount  of  accrued  commitment  fees  receiv¬ 
able  for  making  funds  available  on  a  deferred 
basis  to  small  business  concerns. 

Accounts  receivable  representing  receiv¬ 
ables  due  from  debtors  on  sale  of  assets 
acquired  in  liquidation  of  loans  will  be  re¬ 
flected  in  account  No.  160. 

Recording  as  income  of  amounts  entered 
in  this  account  should  be  discontinued  with 


respect  to  any  small  business  concern  which 
is  In  bankruptcy,  or  on  the  verge  thereof,  or 
otherwise  considered  to  be  insolvent.  The 
amounts  in  question  should  be  credited  as 
deferred  income  in  account  No.  363 — Other 
deferred  credits,  pending  determination  of 
the  appropriate  accounting.  In  less  serious 
situations,  when  the  debtor  small  business 
concern  is  in  default  more  than  six  months 
to  the  SBLC,  or  the  fair  value  of  Its  debt 
instruments  held  by  the  company,  as  deter¬ 
mined  by  the  board  of  directors,  is  less  than 
cost,  or  recovery  thereon  is  doubtful,  an 
addition  to  the  allowance  for  uncoUectable 
notes  and  accounts  receivable  should  be 
made  in  an  amount  equivalent  to  the  receiv¬ 
able  entered  in  this  account. 

(See  account  No.  142) . 

142 — Allowance  for  uncollectible  notes  and 
accounts  receivable. 

The  account  will  represent  the  valuation 
reserve  provided  for  estimated  losses  on  notes 
and  accounts  receivable  and  should  be  main¬ 
tained  in  an  amount  not  less  than  a  con¬ 
servative  estimate  of  probable  losses.  This 
valuation  reserve  will  be  adjusted  as  occa¬ 
sion  demands,  so  that  this  accoxmt  will  re¬ 
flect  the  best  available  estimate  of  probable 
losses  on  notes  and  accounts  receivable. 

When  a  note  receivable  or  an  account  re¬ 
ceivable  is  recorded  with  respect  to  any 
debtor  small  business  that  is  in  default  more 
than  six  months  to  the  SBLC,  or  the  fair 
value  of  whose  debt  instriunents  held  by 
the  company,  as  determined  by  the  board  of 
directors,  is  less  than  cost,  or  recovery  there¬ 
on  is  doubtful,  an  addition  to  the  allowance 
for  uncollectible  notes  and  accounts  receiv¬ 
able  reflected  in  this  account  should  be  made 
in  an  amount  equivalent  to  the  recorded 
receivable. 

(See  accounts  Nos.  140,  141,  and  630). 
143-Accrued  interest  recieoable. 

This  account  will  represent  the  amount  of 
interest  accrued  on  loans  to  small  business 
concerns.  United  States  Government  obliga¬ 
tions,  direct  and  fully  guaranteed,  notes  re¬ 
ceivable,  and  other  interest-bearing  amounts 
due  from  debtors,  including  funds  placed 
in  escrow  pending  the  closing  of  financing 
and  assets  acquired  in  liquidation  of  loans, 
as  well  as  interest  accrued  on  other  securi¬ 
ties. 

At  the  option  of  the  company.  Interest  pay¬ 
ments  received  in  cash  from  debtors  prior 
to  the  Interest  maturity  date  may  be  credited 
to  account  No.  354 — Unapplied  receipts,  until 
the  maturity  date. 

Accrual  of  Interest  receivable  should  be 
discontinued  with  respect  to  any  loan  to  a 
small  business  concern  that  is  in  bankruptcy, 
or  on  the  verge  thereof,  or  otherwise  con¬ 
sidered  to  be  Insolvent.  Any  Interest  pay¬ 
ments  received  from  such  a  debtor  should 
not  be  treated  as  interest  Income,  but  should 
be  either  credited  as  painnents  on  principal 
of  the  debt  or  credited  as  deferred  income 
In  account  No.  363 — Other  deferred  credits, 
pending  determination  of  appropriate  ac¬ 
counting.  In  less  serious  situations,  when 
Interest  receivable  is  accrued  under  circum¬ 
stances  in  which  the  financed  small  business 
concern  is  in  default  to  the  SBLC;  or  the 
fair  value  of  the  loan  as  determined  in  good 
faith  by  the  board  of  directors  is  less  than 
cost,  or  recovery  thereon  is  doubtful,  an  ad¬ 
dition  to  the  allowance  for  uncollectible  in¬ 
terest  receivable  should  be  made  in  amount 
equivalent  to  the  accrual  of  interest  receiv¬ 
able. 

(See  account  No.  144.) 

144 — Allowance  for  uncollectible  interest 
receivable. 

This  account  will  repre^^ent  the  valuation 
reserve  provided  tar  estimated  losses  of 
accrued  Interest  receivable,  and  should  be 
maintained  in  an  amount  not  less  than  a 
conservative  estimate  of  probable  losses.  This 


valuation  reserve  will  be  adjusted  as  occa¬ 
sion  demands,  so  that  this  account  will  reflect 
the  best  available  estimate  of  probable  loeaes 
of  accrued  Interest  receivable. 

When  Interest  is  accrued  under  circum¬ 
stances  In  which  the  financed  small  business 
concern  is  in  default  over  six  months  to  the 
SBLC,  or  the  fair  value  of  the  loan  as  deter¬ 
mined  in  good  faith  by  the  board  of  directOTS 
is  less  than  cost,  or  recovery  thereon  Is  doubt¬ 
ful,  an  addition  to  the  allowance  tor  un- 
collectlbllity  Interest  receivaUe  reflected  In 
this  account  shoxild  be  made  In  an  amount 
equivalent  to  the  accrual  of  Interest  receiva¬ 
ble. 

(See  acco\ints  Nos.  143  and  630.) 

160 —  Loans. 

This  account  will  represent  the  unpaid 
principal  balance  of  loans  made  to  small 
business  concerns,  net  of  pmllon  sold. 

It  is  recommended  tt.at  individual  locm 
ledger  cards  or  sheets  be  maintained  for  all 
loans.  Such  ledger  cards  or  sheets  should  con¬ 
tain  the  detailed  Information  needed  for  ac¬ 
count  No.  153 — Unearned  fees  and  related 
items. 

161 —  Allowance  for  losses  on  loans. 

This  account  will  represent  the  downward 
valuation  of  loans  and  should  be  maintained 
in  an  amount  not  less  than  a  conservative 
estimate  of  probable  losses.  This  valuation 
rererve  will  be  ad  lusted  as  occasion  demands. 

153 — Unearned  fees  and  other  .charges  on 
loans. 

This  account  will  represent  the  amoxmt  of 
unearned  fees  and  other  charges  on  loans. 
It  will  Include  sums  incorporated  in  the  face 
amount  of  the  note  from  the  small  business 
concern,  which  are  withheld  from  disburse¬ 
ments  to  small  concern. 

Any  fees  and  other  charves  considered 
earned  Immediately  upon  closing  of  loans 
will  be  recorded  In  the  income  account  at 
once  without  first  being  entered  In  this 
account. 

Aooronrlate  subsidiary  records  should  be 
maintained  for  all  unearned  amounts  In¬ 
cluded  in  this  account  to  nermlt  Ideutlflca- 
tlon  of  such  amounts  with  the  particular 
loans  to  wMch  t>'ey  relate. 

160 —  Receivables  due  from  debtors  on  sale 
of  assets  acquired  in  liquidation  of  loans. 

This  account  will  represent  the  unpaid 
balance  of  accounts  receivable,  notes  re¬ 
ceivable,  sales  contracts,  purchase  money 
mortgages,  and  similar  evidences  of  indebted¬ 
ness  to  the  company  arising  from  the  sale  of 
assets  acQuired  in  liquidation  of  loans. 

It  Is  recommended  that  subsidiary  records 
be  mamtalned  in  sufficient  detail  to  disclose 
for  report  and  tax  purposes  all  transactions 
affectlne  amounts  due  from  debtors  on  sale 
of  assets  acquired  in  liquidation  of  loans. 
(See  Account  162.) 

161 —  Allowance  for  losses  on  receivables 
from  debtors  on  sale  of  assets  acquired  in 
liquidation  of  loans. 

This  account  will  represent  the  downward 
valuation  on  amounts  due  from  debtors  on 
sale  of  assets  acquired  in  liquidation  of  loans, 
and  should  be  maintained  in  an  amount  not 
less  than  a  conservative  estimate  of  probable 
losses.  This  valuation  reserve  will  be  adjtisted 
as  occas'on  demands. 

162 —  Assets  acquired  in  liquidation  of 
loans. 

This  account  will  represent  the  company’s 
Investment  in  assets  acquired  by  foreclosure, 
or  otherwise,  m  liquidation  of  locms.  Cer¬ 
tificates  of  Interest,  judgements,  sheriffs’ 
certificates  (including  property  acquired 
subject  to  redemption),  etc.,  will  be  reflected 
in  this  account. 

’The  Investment  in  property  at  the  date  of 
acquisition  by  the  company  shoiild  be  deter¬ 
mined  by  the  board  of  directors  on  the  most 
suitable  of  the  following  basis:  (1)  Bid-ln 
price  of  the  property;  (2)  agreed  considera- 
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tlon  for  the  property;  (3)  fair  appraised  value 
of  the  property.  Any  remaining  Indebtedness 
will  be  written  off  unless  the  company  ex¬ 
pects  further  liquidation  of  the  debt  from 
other  sources.  Insofar  as  practicable,  Invest¬ 
ment  values  will  be  determined  for  each  In¬ 
dividual  asset,  and  when  an  asset  Is  sold  only 
an  amount  equal  to  the  Investment  In  such 
asset  will  be  credited  to  this  accoimt. 

The  company’s  Investment  In  Judgements 
should  be  recorded  at  the  face  amotmt  of 
the  Judgement.  When  the  company  acquires 
the  underlying  security  to  the  r^ted  loans 
outright  or  subject  to  redemption,  the  in¬ 
vestment  in  the  prc^rty  should  be  deter¬ 
mined  In  accmdance  with  the  basis  set  forth 
In  the  second  paragraph. 

Collateral  notes  receivable  acquired  In  the 
liquidation  of  loans  will  be  reflected  In  this 
account;  but  notes  receivable  that  are  sub¬ 
sequently  accepted  In  connection  with  the 
disposition  of  assets  acqiilred  in  the  liquida¬ 
tion  of  loans  will  be  Included  in  account  No. 
160 — ReceivablM  from  debtors  on  sale  of 
assets  in  liquidation  of  loans. 

It  Is  recommended  that  subsidiary  records 
be  maintained  In  sufficient  detail  to  disclose 
for  report  and  tax  purposes  all  transactions 
affecting  assets  acquired  in  liquidation  of 
loans. 

(See  accounts  Nos.  ISO  and  160.) 

163 — AUotoance  for  losses  on  assets  ac¬ 
quired  in  liquidation  of  loans. 

This  account  will  represent  the  downward 
valuation  of  assets  acquired  In  liquidation 
of  loans,  and  should  be  maintained  In  an 
amount  not  less  than  a  conservative  estimate 
of  probable  losses.  This  valuation  reserve 
will  be  adjusted  as  occasion  demands. 

200 —  Furniture  and  equipment. 

This  account  will  represent  the  cost  of 
furniture,  fixtures,  and  equipment.  Including ' 
automobiles,  owned  by  ths  company.  The 
cost  of  freight,  drayage,  cartage,  express,  etc.. 
In  connection  with  the  purchase  oi  such 
items  of  furniture  and  equipment,  will  be 
Included  in  this  account. 

An  Inventory  record  should  be  maintained 
for  all  such  assets  and  each  Item  should  be 
tagged  (w  numbered  to  facilitate  ready  iden¬ 
tification. 

201 —  Accumulated  depreciation  on  furni¬ 
ture  and  equipment. 

This  account  will  represent  the  valuation 
reserve  provided  for  depreciation  of  furni¬ 
ture,  fixtures,  and  equipment,  including  au¬ 
tomobiles,  owned  by  the  company.  This  ac¬ 
count  should  be  maintained  in  an  amount 
not  lem  than  a  conservative  estimate  of  the 
expired  service  life  of  such  assets  while  owned 
by  the  company. 

(See  accounts  Nos.  200  and  642) . 

210— Corporate  premises  owned. 

This  account  will  represent  the  actual  cost 
of  acquisition  of  the  land  and  buUdlng  \ised 
as  the  company’s  office  quarters.  The  ac¬ 
count  also  will  Incude  the  actual  cost  of  any 
inuwovements,  such  as  street,  sidewalk,  and 
oth«r  benefits,  applicable  to  the  land,  and 
any  improvements  applicable  to  the  building. 

311 — Accumulated  depreciation  oa  corpo¬ 
rate  premises  owned. 

This  account  will  represent  reserve  pro¬ 
vided  for  depreciation  of  the  building 
other  depreciable  Improvements  of  corporate 
premises  owned  and  used  as  the  company's 
office  quartme.  This  accoxmt  should  be  main¬ 
tained  in  an  amount  not  lees  ^  oon- 
servatlve  esUmata  of  the  expired  servlee  life 
of  such  buUdlng  and  Improvements  edille 
owned  by  the  cmnpany. 

313 — Leueehold  improvements. 

’This  account  will  represent  the  actual  cost 
of  lnqrrovements  to  leased  property  used  as 
the  ccHnpany'a  office  quarters.  ’The  amount 
of  this  account  will  be  amortlaed  through 
account  Wo.  643  over  the  life  of  the  lease  or 
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the  life  of  the  Improvements  whichever  is 
the  shorter. 

220 —  Prepaid  expenses. 

This  account  will  represent  the  unexpired 
or  unconsumed  portion  of  expenses  expressly 
applicable  to  future  periods  for  which  no 
specific  accounts  have  been  provided.  Such 
expenses  should  be  anuHtmd  over  the  ap¬ 
propriate  period. 

Subsidiary  records  should  be  maintained  to 
Identify  the  Items  refiected  in  this  account 
and  to  faciUtate  their  amortization. 

221 —  Deferred  charges. 

Timing  differences  may  exist  between  ac- 
coimtlng  income  and  taxable  Income  and 
t'^ereby  may  cause  a  prepayment  of  taxes 
which  is  consldned  to  be  a  deferred  charge 
to  futiue  Incmne  tax  expense.  This  accotmt 
will  represent  such  deferred  charges  recog¬ 
nized. 

(See  account  No.  360.) 

236 — ^Amouiits  due  from  directors,  officers, 
and  employees. 

This  account  will  represent  the  unpaid 
balance  of  amounts  advanced  to  directors, 
officers,  and  employees. 

236 —  Organiaation  costs. 

This  account  will  represent  the  amotmt  of 
legal  fees,  promotKmal  expense,  stock  certifi¬ 
cate  cos^  Incorporation  fees,  taxes,  and 
other  rriated  costs  incurred  In  organizing 
the  company. 

(See  account  648) . 

237 —  Funds  in  escrow. 

This  account  vrlll  represent  the  amount  of 
funds  placed  In  escrow  pending  the  closing 
of  financing  for  small  business  concerns. 

239— Other  assets. 

This  account  will  represent  the  amount  of 
assets  of  the  cmnpony,  at  cost,  not  spe¬ 
cifically  provided  for  In  other  accounts.  In¬ 
cluding  recoverable  amounts  advanced  for 
the  protection  and  preservation  of  the  com¬ 
pany's  Investments  (such  as  the  payment  of 
taxes  on  mortgaged  property),  but  not  in¬ 
cluding  short-term  loans  Issued  to  protect 
the  company's  interest  in  previously  Issued 
long-tom  loons. 

(See  accounts  Nos.  543  and  653) . 

LUBIUTT  AOCOUim 

310 — Accounts  and  notes  payable. 

The  account  will  represent  accounts  and 
notes  payable  on  a  short-term  basis. 

320 —  Accrued  interest  payable. 

This  account  will  represent  the  amotmt  of 
liability  for  interest  accrued  on  the  com¬ 
pany's  notes  and  mortgages  payable.  The  ac¬ 
count  will  also  include  accrued  interest  pay¬ 
able  on  other  interest-bearing  obligations  of 
the  company. 

321 —  Accnied  taxes. 

This  acootmt  will  represent  the  balance  of 
accrued  taxes  on  payrcdl,  such  as  the  com¬ 
pany's  portion  of  social  security  taxes,  which 
have  not  been  remitted  to  the  appropriate 
coUectws  of  such  taxes. 

324 — Kstimated  ineome  *«'»»»  oDcrued. 

This  accoxmt  will  include  the  hgisuTvi!  in 
subaocoxmts  Noa  334.1, 334.3, 334.3,  etc. 

334.1 — Estimated  Federal  income  taxes  ac¬ 
crued. 

This  accoxmt  will  represent  the  balance  of 
estimated  Fsdwal  income  taxes  accrued 
which  have  not  been  remitted  to  the  Inter¬ 
nal  RevenxM  Service. 

324.3 — Estimated  State  ineome  taxes 
accrued. 

This  account  will  represent  the  balance  of 
estimated  State  Income  taxes  accrued  which 
have  ixot  been  remitted  to  the  appropriate 
collector  of  such  taxes. 

336— Other  eurreat  lidbtUties. 

This  accoxmt  will  represent  other  cxirrent 
liabilities  not  provided  for  in  other  ac- 
coxmts. 

Increases  or  decreases  in  the  liability  for 
accrued  expenses,  throxigh  accruals  or  adjxist- 


ments,  will  be  offset  by  Increases  or  decreases, 
respectively.  In  the  appropriate  expense  ac- 
coxmts. 

330-334 — Dividends  payable  on  (type  and 
class,)  capital  stock. 

These  accoxmts  will  represent  the  com¬ 
pany's  liability  for  dividends  declared  by 
the  company’s  board  of  directors  on  the  re- 
iqiective  types  and  classes  of  capital  stock  Is¬ 
sued  and  outstanding.  A  separate  accoxmt 
shoxild  be  xised  to  reflect  the  dlxddends  pay¬ 
able  for  each  type  and  class  of  capital  stock 
outstanding. 

340 —  Notes  payable. 

This  accoxmt  will  represent  the  long-term 
principal  balance  of  notes  payaUe  for  fxmds 
borrowed. 

341 —  Mortgages  payable  on  assets  acquired 
in  liquidation  of  loans. 

This  accoxmt  will  represent  the  xmpald 
principal  balance  of  existing  mortgages  pay¬ 
able  on  assets  acqxilred  by  the  company  in 
Uqxildatlon  of  loans. 

342 —  Other  Long-term  debt. 

This  accoxmt  will  represent  the  xmpald 
principal  balance  of  notes  payable  in  evi¬ 
dence  of  amounts  owed  by  the  company  other 
than  for  fxmds  bxHTOwed.  Noted  payalfie,  con¬ 
ditional  sales  contracts,  and  liens  for  the  ac- 
qxilsltlon  of  fximltxire,  fixtxires,  eqxilpment, 
and  automobiles  will  be  Included  In  this  ac¬ 
coimt. 

350 — Employee  taxes  withheld. 

’This  accoxmt  will  represent  the  amoxmt  ot 
Income  and  social  security  taxes  withheld 
from  enqrloyee^  salaries  which  have  not  been 
remitted  to  the  appropriate  collectors  of  such 
taxes. 

354 — Unapplied  receipts. 

This  accoxmt  will  r^resent  the  amount  of 
funds  recelxred  by  the  company  which  have 
not  been  iqxplled  to  loans,  interest  receiv¬ 
able,  etc.  ’This  accoxmt  will  be  used  only  in 
Instances  when  the  fxmds  received  cannot  be 
applied  promptly. 

358 — Miscellaneous  trust  receipts. 

Tbla  accoxmt  will  represent  the  liability 
of  the  company  for  fxmds  withheld  or  re¬ 
ceived  in  trust,  for  which  no  specific  accoxmt 
is  proxrlded,  including  earnest  money  deposits, 
and  fxmds  xvithhtid  from  employee's  salaries 
for  the  purchase  of  United  States  Savings 
Bonds,  payment  of  group  life  insxnance 
premiums,  payment  of  pension  fxmd  contri¬ 
butions,  etc. 

360 — Deferred  credit  to  future  taxes. 

Timing  differences  may  exist  betereen  ac- 
coxmtlng  Income  and  taxable  income  and 
thereby  cause  a  deferment  of  tax  expense. 
This  accoxmt  srlll  represent  such  deferred  tax 
expense. 

363 — Other  deferred  credits. 

This  accoxmt  will  represent  the  amoxmt  of 
deferred  credits  of  the  company  not  specif¬ 
ically  provided  for  in  ot^er  accoxmts. 

The  accoxmt  will  inclxim  any  gain  on  sale 
of  assets  xmtil  such  gain  Is  realised. 

Accrual  of  interest  receivable  should  be 
discontinued  with  reqxect  to  any  loan  to  a 
small  business  conoem  that  Is  in  bank¬ 
ruptcy,  or  on  the  verge  thereof,  or  otherwise 
considered  to  be  insolvent.  Any  Interest  pay¬ 
ments  received  from  such  a  debtor  diould 
not  be  treated  as  Interest  income,  but  should 
be  Mther  credited  as  payments  on  principal 
of  the  debt  or  credited  as  deferred  Income  in 
this  aoooxmt,  pending  determination  of 
proprlate  accounting.  In  la«  aottous  aitua- 
tlons,  when  interest  receivable  is  accrued  im- 
der  drcumstancee  in  which  the  financed 
small  business  concern  Is  in  default  to  the 
SBliC  over  six  montba,  or  the  fair  value  of  the 
loan  as  determined  in  good  faith  by  the  board 
ot  directors  Is  less  than  cost,  or  recovery 
thereon  Is  doubtful,  an  addlttmx  to  the  allow¬ 
ance  for  xmcoUectlble  mterest  receixrable 
should  be  made  In  an  amoxmt  equlvaHnt  to 
the  accrual  of  Interest  receixrable,  xxr,  as  an 
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alternative,  the  Interest  income  should  be  de¬ 
ferred  in  this  account  as  above  indicated. 

(See  account  No.  144) . 

370— Other  liabilities. 

This  account  will  represent  the  amount 
of  liabilities  of  the  company  not  specifically 
provided  for  in  other  accounts. 

CAPITAL  ACCOUNTS 

400-404 — _ ci^ltal  stock  issued  and 

outstanding. 


(Type  and  Class) 

These  accounts  will  represent  the  total  par 
or  stated  value  of  the  company's  capital 
stock  Issued  and  outstanding.  A  separate  ac- 
coimt  should  be  provided  for  each  tyi>e  and 
class  of  capital  stock  authorized. 

405-400 — _ capital  stock  subscribed. 


(Type  and  Class) 

These  accounts  will  represent  the  total 
amount  at  the  subscription  price  of  the  com¬ 
pany's  capital  stock  subscribed.  A  separate 
account  should  be  provided  tor  each  type 
and  class  of  capital  stock  subscribed.  These 
accounts  will  refiect  the  compcmy’s  responsi¬ 
bility  to  issue  shares  of  its  stock  to  subscrib¬ 
ers  who  have  made  final  payment  of  their 
capital  stock  subscriptions. 

410-414 — Capital  stock  subscriptions  re- 
ceivaUe — _ 


(Type  and  Class) 

These  accounts  will  represent  the  total  un¬ 
paid  balances  of  capital  stock  subscriptions 
receivable  from  subscribers  of  the  cmnpcmy’s 
authorized  capital  stock.  A  separate  sub¬ 
scriptions  receivable  accoimt  shoiild  be  pro¬ 
vide  for  each  t3rpe  and  class  of  capital  stock 
subscribed. 

415-419 — ^Treasury  stock _ 


(Type  and  Class) 

These  accounts  will  represent  the  total 
amount  of  the  company's  issued  ci^ltal  stock 
which  has  been  reacquired  through  purchase 
or  donation  and  has  not  been  retired.  A 
separate  account  should  be  provided  for  each 
type  and  class  of  such  ciq>iitai  stock  held  by 
the  company. 

Appropriate  subsidiary  records  should  be 
maintained  as  deemed  necessary. 

430 — Paid-in  surplus. 

This  account  will  represent  the  amount  of 
surplus  arising  from  (1)  sales  initially  of  the 
company's  capital  stock  at  a  price  in  excess 
of  par  value  (including  amoimts  transferred 
from  capital  stock  subscribed  at  a  price  above 
par,  when  shares  are  Issued);  (2)  donations 
to  the  company  of  issued  capital  stock 
carried  as  treasuiy^kock  at  fair  market 
value  or  par  value;  (3)  retirements  of  capital 
stock  purchased  at  less  than  the  par  value 
thereof;  (4)  sales  of  treasury  stock  in  excess 
of  its  carrying  value  on  the  books  of  the 
company;  (5)  donations  or  gifts  to  the  com¬ 
pany  of  assets  carried  at  not  in  excess  of  fair 
maiket  value;  and  (6)  other  eqtUty  transac¬ 
tions  with  stockholders. 

450 — Retained  earnings. 

This  account  win  represent  the  cumula¬ 
tive  balance  of  periodic  net  Income  inrfnrting 
gain  (loss)  on  securities  and  other  assets  less 
dividends.  Accounts  460  and  462  wiU  be 
closed  into  this  account. 

460 — Profit  and  loss  summary. 

This  account  will  be  used  as  a  clearing  ac¬ 
count  through  which  aU  income  and  expense 
accounts  on  the  books  of  the  company  wlU 
be  closed. 

463 — Realised  gain  and  loss  summary. 

This  account  wlU  be  used  as  a  clearing  ac¬ 
count  through  which  all  accounts  for  realized 


gains  and  losses  on  assets  on  the  books  of  the 
company  will  be  closed. 

INCOME  ACCOUNTS 

500 —  Interest  on  loans. 

This  account  will  represent  the  amotmt  of 
interest  earned  on  loans  to  small  business 
concerns. 

Accrual  of  Interest  receivable  should  be 
discontinued  with  respect  to  any  loan  to  a 
small  business  concern  which  is  in  bank¬ 
ruptcy.  or  on  the  verge  thereof,  or  otherwise 
considered  to  be  insolvent.  Any  Interest  pay¬ 
ments  received  from  such  a  debtor  should 
not  be  credited  to  this  account  as  Interest 
Income,  but  should  be  either  credited  as  pay¬ 
ments  on  principal  of  the  debt  or  credited 
as  deferred  Income  in  account  No.  363 — 
Other  deferred  credits  pending  determina¬ 
tion  of  the  appropriate  accounting.  In  less 
serious  situations,  when  interest  receivable 
is  accrued  under  circumstances  in  which  the 
financed  small  business  concern  is  in  default 
to  the  SBLC,  or  the  fair  value  of  the  loan 
as  determined  in  good  faith  by  the  board 
of  directors  is  less  than  cost,  or  recovery 
thereon  is  doubtful,  an  addition  to  the  allow¬ 
ance  for  uncollectible  interest  receivable 
should  be  made  in  an  amount  equivalent  to 
the  accrued  Interest  receivable  taken  into 
income  in  this  account,  or,  as  an  alternative, 
the  interest  Income  should  be  deferred  in 
account  No.  363  as  above  indicated. 

501 —  Interest  on  Assets  Acquired. 

This  account  will  represent  the  amount  of 
Interest  earned  on  assets  acquired  in  liquida¬ 
tion  of  loans  which  are  carried  in  accounts 
Nos.  160  and  162. 

502 —  Interest  on  invested  idle  funds. 

This  account  will  represent  the  amount  of 
Interest  earned  on  (1)  tlma  certificates  or 
deposit  in  banks  which  are  members  of  the 
Federal  Deposit  Irsurance  Corporation,  (2) 
tJB.  Government  obligations,  direct  and  fully 
guaranteed,  owned  by  the  company,  and  (3) 
funds  of  the  company  in  insured  savings 
accounts  in  institutions  the  accounts  of 
which  are  Insured  by  the  Federal  Savings 
and  Loan  Insurance  Corporation. 

(See  account  Nos.  130  through  137,  143, 
and  144) . 

603 — Interest  income — other. 

Thli^  account  will  represent  the  amount  of 
interest  earned  on  miscellaneous  notes  re¬ 
ceivable,  funds  in  escrow,  and  interest-bear¬ 
ing  receivables  not  otherwise  classified. 

(See  accounts  Nos.  140, 143,  and  237) . 

610 — Application  preparation  and  process¬ 
ing  fees. 

This  account  will  represent  the  amount 
of  fees  charged  for  services  performed  at  the 
request  of  applicants  in  the  preparation  of 
loan  applications.  The  account  will  also  in¬ 
clude  fees  charged  to  cover  the  cost  of  proc¬ 
essing  applications  for  loans. 

511 —  Appraisal  and  investigation  fees. 

This  account  will  represent  the  amount  of 

fees  charged  for  appraisal,  investigation,  and 
related  services  rendered  to  small  business 
concerns. 

512—  Commitment  income.* 

nus  Bccotmt  will  represent  the  amount  of 
Income  earned  on  commitments  to  amiiii 
business  concerns  for  loans. 

(See  accoxmts  Nos.  141  and  142). 

618— Other  loan  fees. 

This  account  will  represent  the  amount  of 
loan  fees  permitted  to  be  charged  to  borrow¬ 
ers  that  are  not  specifically  provided  for  in 
other  accounts. 

620 — Loan  Servicing  Income. 

This  account  will  represent  the  amount  of 
fees  charged  to  SBA  or  third  parties  for  serv¬ 
icing  loaus  on  their  behalf. 

SSO— Consulting  and  Related  Services  Fees. 

This  account  will  represent  the  amoimt  of 
fees  charged  for  management  consulting,  ac¬ 
counting,  and  related  services  rendered  to 
small  business  concerns. 


(See  accounts  Nos.  140,  141,  and  142). 

540 —  Gain  on  loans. 

This  account  will  represent  the  amount  of 
gain  on  the  sale  or  other  disposition  of  loans 
of  small  busineas  concerns  carried  in  account 
No.  150,  and  will  Include  recoveries  on  loan 
losses  previously  charged  to  the  loss  account. 

541 —  Gain  on  VS.  Government  securities. 

This  account  will  represent  the  amount  of 

gain  on  the  sale  or  other  disposition  of  UJB. 
Government  obligations,  direct  and  fully 
guaranteed,  carried  in  account  No.  130. 

Increase  in  value  over  cost  of  United  States 
Treasury  bills,  which  are  issued  at  a  dlaoount 
and  are  noninterest  bearing,  will  not  be  re- 
fiected  in  this  account  but  will  be  credited 
to  account  No.  603 — ^Interest  on  Invested  Idle 
Funds,  with  concurrent  debit  to  account  No. 
143 — Accrued  Interest  receivable. 

542 —  Gain  on  assets  acquired  in  liquida¬ 
tion  of  loans. 

This  account  will  represent  the  amount  of 
gain  on  the  sale  or  other  disposition  of  as¬ 
sets  acquired  in  liquidation  of  loans  to  small 
business  concerns  carried  in  accounts  Nos. 
160  and  162  and  will  Include  recoveries  on 
losses  on  assets  acquired  in  liquidation  pre¬ 
viously  charged  to  the  loss  account. 

643 — Gain  on  other  assets. 

This  account  will  represent  the  amount  of 
gain  on  the  sale  or  other  disposition  of  assets 
not  specifically  provided  for  in  other  ac- 
coimta  and  will  Include  recoveries  on  losses 
on  other  assets  previously  charged  to  the 
loss  account. 

650 — fncome  from  assets  acquired  in  liqui¬ 
dation  of  loans. 

This  account  will  represent  the  amount  of 
income  earned  on  assets  acquired  in  liquida¬ 
tion  of  loans,  including  the  operation  of 
properties,  carried  in  account  No.  163. 

In  instances  when  a  liquidating  agent  is 
employed  to  supervise  the  disposition  of  the 
assets,  appropriate  subsidiary  accounts 
should  be  maintained  by  the  agent.  Cash  col¬ 
lected  from  the  sale  of  assets  by  the  liquidat¬ 
ing  agent  should  be  remitted  immediately  to 
the  company.  The  company  should  m».intAin 
a  local  depo^tory  bank  account,  in  which  all 
receipts  of  the  agent  are  deposited  when  di¬ 
rect  remittances  to  the  company  are  not 
feasible.  Deposit  balances  in  this  account 
should  be  subject  to  withdrawal  by  check 
only  by  the  company  and  should  be  reflected 
on  the  company's  records  in  the  same  man¬ 
ner  as  other  bank  accounts. 

Any  advances  to  a  Uquidating  agent  for  ex¬ 
penses  incident  to  the  operation  or  the  dispo¬ 
sition  of  assets  acquired  in  the  liquidation 
of  loans  should  be  charged  to  account  No. 
220 — Prepaid  expenses. 

661 — Other  income. 

This  account  will  represent  the  income 
earned  not  specifically  provided  for  in  other 
accounts. 

EXPENSE  ACCOUNTS 

600 — Interest  expense. 

This  accoimt  will  represent  the  amount  of 
interest  expense  on  the  company's  notes  and 
mortgages  and  on  other  Interest-bearing  ob- 
ligatioDs. 

610 —  Salaries  expense. 

This  account  will  Include  the  balances  in 
subaccounts  Noe.  610.1  and  610.3. 

610.1 — Salaries  of  officers. 

This  account  will  represent  the  salary  cost 
of  all  officers  of  the  company.  Including  di¬ 
rectors'  salaries,  if  any,  but  not  directors' 
fees  lOr  attendance  at  meetingB. 

910S— Salaries  of  employees. 

This  account  will  represent  the  salary  cost 
of  all  employees  other  than  officers,  including 
salaries  of  any  temporary  or  parttime  em¬ 
ployees  engaged  for  specific  assignments. 

611 —  employee  benefits  expense. 

This  account  will  represent  the  cost  as¬ 
sumed  by  the  company  in  contributing  to 
funds  providing  for  employee  rettrement 
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benefits  and  other  t3rpes  of  employee  benefits, 
except  group  life  Insurance.  The  portion,  if 
any,  of  the  cost  of  employee  benefits  with¬ 
held  from  salaries  or  received  from  employees 
will  be  reflected  in  account  No.  358. 

612 — Consulting  Services. 

This  account  will  represent  the  amount 
of  charges  made  by  outside  firms  or  individ¬ 
uals  for  management  services  provided  to 
the  company. 

620 —  Advertising  and  promotUmal  costs. 

This  account  will  represent  the  cost  of 

advertising  and  promoting  the  company’s 
services.  Including  the  cost  of  entertaining 
prospective  borrowers  and  clients. 

621 —  Appraisal  and  investigation  costs. 

This  account  will  represent  the  amount 

of  charges  made  by  outside  firms  and  indi¬ 
viduals  for  appraisal,  investigation,  and  re¬ 
lated  services  rendered  to  the  company. 

622 —  Guaranty  fees. 

This  account  will  represent  the  amount 
of  charges  made  by  the  Small  Business  Ad¬ 
ministration  for  its  guarantee  of  portions  of 
loans  made  by  the  company. 

623 —  Communications. 

'This  account  will  represent  telephone,  tele¬ 
graph,  and  postage  expense. 

624 —  Travel  expense. 

This  account  will  represent  all  travel  ex¬ 
pense,  including  transportation  charges, 
automobile  maintenance,  operating  expense, 
and  depreciation  expense,  meals,  lodging, 
telephone,  telegraph,  and  other  company 
costs  Incurred  by  officers  and  employees  while 
in  a  travel  status. 

625— 1,6901  services. 

This  account  will  represent  the  cost  of 
legal  services  rendered  to  the  company. 

630 —  Provision  for  losses  on  receivables. 
'This  accoimt  will  represent  the  amount  of 

estimated  losses  applicable  to  the  fiscal  year 
on  notes  and  accounts  receivable,  and  inter¬ 
est  receivable. 

631 —  Provision  for  losses  on  loans. 

This  accoimt  will  represent  the  amount 
of  estimated  losses  applicable  to  the  fiscal 
year  on  loans  to  small  business  concerns. 

632 —  Provision  for  losses  on  assets  acquired 
in  liquidation  of  loans. 

This  accoimt  will  represent  the  amount 
of  estimated  losses  applicable  to  the  fiscal 
year  on  assets  acquired  in  liquidation  of 
locms. 

640 —  Cost  of  space  occupied. 

This  account  will  repreesnt  the  cost  of 
space  occupied  such  as  rent,  alterations, 
light,  heat,  power,  janitor  service,  mainte¬ 
nance  and  repair  expense  on  buildings,  furni¬ 
ture,  and  equipment  (other  than  automo¬ 
biles)  .  etc. 

641 —  Depreciation  of  corporate  premises 
owned. 

This  account  will  represent  the  amount 
of  provision  applicable  to  the  fiscal  year  for 
d^reclatlon  of  the  buildings  and  other  de¬ 
preciable  improvements  of  corporate  premises 
owned  and  used  as  the  company’s  office 
quarters. 

642 —  Depreciation  of  Furniture  and  Equip¬ 
ment. 

’This  accoimt  will  represent  the  amoimt  of 
provision  applicable  to  the  fiscal  year  for 
deprecUvtlon  of  furniture  and  equipment 
(other  than  automobiles)  owned  by  the  oom- 
pany. 

643 —  Amortisation  of  leasehold  improve¬ 
ments. 

’This  recount  will  represent  the  ammtlza- 
tion  of  leasehold  improvements. 

644 —  Auditing  and  examination  costs. 

’This  account  will  represent  the  amoimt  ot 

charges  for  auditing,  examination,  and  book¬ 
keeping  services  rendered  by  accountants  not 
on  the  company’s  payroll,  and  charges  for 
services  rendered  by  SBA  examiners. 


645 —  Insurance  expense. 

This  accoimt  will  represent  fire,  theft,  em¬ 
ployee  group  life  Insurance,  and  other  in¬ 
surance  expense,  including  fidelity  bond 
premiums  and  insurance  on  automobiles.  ’The 
portion,  if  any,  of  employee  groiq>  life  in¬ 
surance  premiums  withheld  from  sfOarles  ot 
received  from  employees  will  be  reflected 
in  account  No.  358.  Insurance  premiums  to 
be  amortized  will  be  charged  to  account  No. 
220. 

646 —  Director^  and  stockholders’  meetings 
costs. 

This  accoimt  will  represent  directors’  fees 
and  travel  expense  for  attendance  at  direc¬ 
tors’  and  stockholders*  meeting.  ’The  account 
also  will  Include  the  cost  of  holding  stock¬ 
holders’  meetings,  such  as  rental  of  the  meet¬ 
ing  hall  and  related  expenses. 

647 —  Taxes,  excluding  income  taxes. 

’This  account  will  represent  the  cost  of  all 
taxes,  including  those  on  corporate  premises 
owned,  motor  vehicle,  and  personal  property, 
social  security  taxes  (company’s  portion), 
and  other  taxes  charged  to  the  company,  ex¬ 
clusive  of  income  taxes. 

648 —  Amortization  of  organization  ex¬ 
penses. 

This  account  will  represent  the  amount,  of 
legal  fees,  prranotlcmal  expense,  stock  cer¬ 
tificate  costs,  incorporation  fees,  taxes,  and 
other  related  costs  incurred  in  organizing  the 
company,  which  are  charged  to  expense  (this 
account)  as  inciured  or  are  transferred  to 
this  account  periodically  through  the  amor¬ 
tization  of  organization  costs  established  as 
an  asset  in  account  No.  236. 

649 —  Miscellaneous  operating  expenses. 

This  accotmt  will  represent  the  amo\mt  of 

operating  expenses  not  specifically  provided 
for  in  other  accounts.  ’There  will  be  Included 
expenses  incurred  in  connection  with  dues, 
subscriptions,  donations,  and  similar  items; 
charges  made  to  the  company  for  custodial  or 
safekeeping  services  in  connection  with  its 
loans;  and  bank  service  charges,  exhange  on 
checks,  protest  fees,  etc.,  and  the  cost  of  office 
supplies  such  as  stationery,  accounting 
forms,  binders,  pencils,  etc. 

650 —  Loss  on  U.S.  Govemment  obligations. 
’This  account  will  represent  the  amount  of 

loss  on  the  sale  or  other  disposition  of  United 
States  Oovemment  obligations,  direct  and 
fully  guaranteed,  carried  in  account  No.  1%. 

651 —  Loss  on  loans. 

’This  accoimt  will  represent  the  amount  ot 
loss  on  the  sale  or  other  disjxxdtion  of  loans 
of  small  business  concerns  carried  in  ac¬ 
count  No.  150,  which  is  in  excess  of  the 
amount  established  in  Account  151  for  the 
particular  loan. 

652 —  Loss  on  assets  acquired  in  liquidation 
of  loans. 

’This  account  will  represent  the  amount  of 
loss  in  excess  of  that  provided  for  in  ac¬ 
counts  Nos.  161  and  163  on  the  sale  or  other 
disposition  of  assets  acquired  in  liquidation 
of  loans  to  small  business  concerns  carried  In 
accotmts  Noe.  160  and  162. 

653 —  Loss  on  other  assets. 

This  account  will  represent  the  amount  of 
loss  on  the  sale  or  other  dl«posltion  of  assets 
not  specifically  provided  for  in  other  ac¬ 
counts. 

660 — Expense  on  assets  acquired  in  liqui¬ 
dation  of  loans. 

*17118  account  will  represent  the  amount  of 
expense  incurred  on  assets  acquired  in  liqui¬ 
dation  of  loans  Including  the  operation  and 
depreciation  of  propnrties.  carried  in  account 
No.  162.  The  account  also  will  Include  the 
amount  of  interest  expense  accrued  (m  mort¬ 
gages  payable  on  assets  acquired  in  liquida¬ 
tion  loans. 

In  Instances  when  a  liquidating  agent  is 
employed  to  supervise  the  dlsposltkm  of  the 


assets,  appropriate  subsidiary  accotmts 
should  be  maintained  by  the  agent. 

Cash  collected  from  the  sale  of  assets  by 
the  liquidating  agent  should  be  remitted  im¬ 
mediately*  to  the  company.  *1110  comi>any 
should  maintain  a  local  dospository  bank 
account,  in  which  all  receipts  of  the  agent 
are  deputed  when  direct  remittances  to  the 
company  are  not  feasible.  Deposit  balances 
in  this  account  should  be  subject  to  with¬ 
drawal  by  check  only  by  the  company  and 
should  be  reflected  on  the  company’s  records 
in  the  same  manner  as  other  bank  accounts. 

Any  advances  to  a  liquidating  agent  for 
expen*’es  Incident  to  the  operation  of  or  in 
the  disposition  of  assets  acquired  in  the 
liquidation  of  loans  and  debt  securities 
should  be  charged  to  account  No.  220 — Pre¬ 
paid  expenses  and  deferred  charges. 

661 — Other  expenses. 

*17113  account  will  represent  the  amount  of 
nonoperating  expenses  not  specifically  pro¬ 
vided  for  in  other  accounts. 

670 — Income  taxes — net  income. 

This  account  will  include  the  balances  in 
subaccounts  Nos.  670.1,  670fi,  etc. 

670.1 —  Federal  income  taxes — net  income. 
*17118  account  will  represent  the  amount  of 

Federal  income  taxes  applicable  to  net  in- 
cmne  for  the  current  fia<^  year. 

670.2 —  State  income  taxes — net  income. 
*17118  account  will  represent  the  amount  of 

State  Income  taxes  applicable  to  net  Income 
for  the  current  fiscal  year. 

ICEMOZANDUM  BZCOBOS 

Contingent  Liabilities 

OI<-15 — Commitments  outstanding.  *17118 
record  will  show  the  amount  of  loan  com¬ 
mitments  made  and  outstanding  to  small 
business  concerns.  When  funds  are  advanced 
against  commitments,  appropriate  entry  will 
be  made  in  this  record. 

CIj-16 — Other  contingent  liabilities.  *17115 
record  will  show  the  amount  of  miscel¬ 
laneous  contingent  obligations  not  other¬ 
wise  classified. 

Capital  Stock  Authorized,  Unissued,  and 
Optioned 

CS-1 — Capital  stock  authorized.  *17118  rec¬ 
ord  will  show  the  total  par  or  stated  value  of 
the  capital  stock  authorized,  as  provided  for 
in  the  company’s  charter.  A  separate  section 
should  be  provided  for  each  type  and  class 
of  ctqiltal  stock  authorized. 

Upon  authorization  of  an  additional 
amount  of  capital  stock,  or  upon  ccunpletion 
of  a  reduction  in  the  amount  authorized, 
an  adjustment  will  be  made  in  the  ^pro- 
priate  section(8)  of  this  record  to  refiect  the 
change. 

(See  memorandum  record  CS-2.) 

CS-2 — Unissued  Capital  Stock.  This  rec¬ 
ord  will  show  the  total  par  or  stated  value  of 
unissued  capital  stock  of  the  company.  A 
separate  section  should  be  provided  for  each 
type  and  class  of  unissued  capital  stock. 

Upon  authm'tzatlon  of  additional  amounts 
of  unissued  capital  stock  or  reduction  of  such 
authorized  stock,  upon  retirement  of  capital 
stock,  br  upon  the  Issuance  of  capital  stock, 
an  adjustment  will  be  made  in  the  appro¬ 
priate  Section  (S)  of  this  record  to  refiect 
the  change. 

(See  accounts  Nos.  400-404  and  Memoran¬ 
dum  Record  CS-1 .) 

CS-3 — Ovtion  on  company's  stock.  *17113 
record  will  show  details  of  outstanding  op¬ 
tions  on  the  company’s  capital  stock  granted 
in  lieu  of  salary  or  in  payment  for  services 
actually  rendered  to  the  company.  The  fol¬ 
lowing  data  will  be  included: 
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1.  Identification  of  person  or  entity  hold¬ 
ing  options. 

2.  Number  of  shares  optioned. 

3.  Type  and  class  of  stock  called  fOT  by 
options. 

4.  Dates  of  grant  and  of  expiration  of 
options. 

6.  Price  or  prices  at  which  options  exer¬ 
cisable,  with  dates  they  apply. 

6.  Fair  market  value,  per  share,  of  stock 
called  for  at  date  each  cation  was  granted. 

7.  Price  of  each  option  as  percent  of  fair 
market  value  of  optioned  stock  at  date 
option  was  granted. 


8.  Provisions  for  termination  of  options 
In  case  of  death  or  retirement  of  optionees, 
or  other  circumstances. 

9.  Details  at  authorization,  shares  reserved 
for,  Issuance,  exercise,  lapse,  and  forfeiture 
of  options  provided  for  imder  the  company’s 
stock  option  plan. 

Actual  Loss  Experience 
AL-1 — Actual  {realized)  losses.  This  record 
will  show  for  each  fiscal  year,  and  also  ac¬ 
cumulatively,  the  amount  of  actual  (real¬ 
ized)  losses  incurred  through  disposition, 
writedown,  or  writeoff  of  loans  and  invest¬ 


ments.  Losses  shall  be  stated  in  total  for  all 
loans  and  also  separately  for  loans,  assets 
acquired  in  liquidation  of  loans,  and 
amounts  due  from  debtors  on  sale  of  assets 
acquired  in  liquidation  of  loans.  Losses 
realized  shall  be  determined  In  relation  to 
cost  of  the  assets  involved  without  regard 
to  the  existence  or  nonexistence  of  related 
allowances  for  losses. 

Dated;  November  20, 1075. 

Louis  F.  Laun. 

Acting  Administrator. 

(FR  Doc.75-33067  FUed  12-9-75:8:45  am] 
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